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Thirty-five years ago, in June 1950, North Korea 
Struck across the 38th Parallel and started the 
Korean War. Today, the two nations are still in a. 
state of extreme distrust and wariness. Kim Il 
Sung is still in power in Pyongyang, as unpredict- 
able now as he was then. In the South, regimes of 
various degrees of authoritarianism have all 
, shared one fixation: fear of the North. United 
TEAM SPIRIT? States troops, after 32 years of peace, are still 
D LW ! stationed in strength and in combat readiness 
4A along the demilitarised zone to reassure Seoul of 
help in the event of attack. With Kim preparing to 
"hand over power to his son, there seems to be a five-year ‘window’ dur- 
ing which a second North Korean adventure cannot be discounted. 
'Editor Derek Davies, diplomatic correspondent Richard Nations and 
Seoul correspondent Paul Ensor look at the divided peninsula (pages 
76-34). Seoul bureau chief Shim Jae Hoon reviews two books on the 
‘orean situation (page 84) and Davies writes a LETTER FROM 








:.PANMUNJOM (page 128). 


Page 14 
Japanese kingmaker Kakuei 
Tanaka closes his political office 
and appears to have left the poli- 
tical scene, which may now see 
Aa realignment of forces within 
the ruling Liberal Democratic 
Party. 


. Page 16 
“Thai: Prime Minister Prem Tin- 
sulanond — firmly in power — 
nevertheless takes evasive ac- 
tion rather than face a test of 
strength. 
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Page 25 

The Philippines' 'crying lady' is 
cross-examined in court and, de- 
spite embarrassing revelations 
about her private life, her damning 


| testimony against the military de- 


fendants in the Aquino murder 
case seems to stand up. 
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In an exclusive interview, US De- 
fence Secretary Caspar Weinber- 
ger gives his views on China, 
Soviet power and the need for aid 
to the Philippines. 
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Pages 86-92 

The collapse of 

Hongkong’s Over- | 

seas Trust Bank and 

its takeover by the 

Hongkong Govern- 

ment was more than Sed i | 

just a bank failure: it ———- 

marked the end of an empire, and — 

its reverberations were feltaround 
the region. 
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vacy. 
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who wait. 
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Sabah chief admits 
-bombings ‘political’ 
After one. man died and four 
others were injured on 4 June 
from the third bomb explosion 
in Sabah in a fortnight, Sabah 
Chief Minister Datuk Joseph 
‘Pairin Kitingan said the bomb 
had been planted for political 
"motives. No deaths were re- 
-eorded in the earlier explo- 
ions of 25 and 28 May at a 
shopping’ complex in 
town Kota Kinabalu. 
itingan's statement was 
s first public acknowledg- 
nt of the political implica- 
ions of what Sabah political 
" rvers interpret as terror 
à s fo remove Kitingan's 
y elected Parti Bersatu 
abah from office. They note 
hat chaos in Sabah could 
mean the declaration of 
emergency rule, followed by 
"Suspension of the new state as- 
sembly — then fresh elections. 
Police have now arrested 
four people in connection with 
«the bomb explosions. 
; — SUHAINI AZNAM 


Peking asks India to 


China has made overtures to 
ndia for an improvement in 
teral relations. New Delhi 
às been invited to re-open its 
sulates in Lhasa, Tibet, 
in Shanghai, which were 
closed. down following the 
border dispute which culmi- 
nated in the brief war between 
the two countries in 1962. 

At present, Nepal is the only 
“country to have a consulate in 
. If India agrees. ta, the 
Je, China is expected to re- 
open its consulates in Caleutta 
“and Bombay. — MOHAN RAM 


: Lee makes secret trip 
-to Cambodia border" 


“Singapore's Prime Minister 
Lee Kuan Yew made a quiet 
trip to the troubled Thai- 
Cambodian border during his 
brief visit to Thailand from 7- 
9 June. During the border 
visit, which was publicised 
only after his return, Lee 
is believed to have inspect- 
ed Thai security arrangements 
as well as Cambodian refugee 
camps. 

Singapore and Thailand are 
particularly close Asean 
partner and diplomatic 
sources said Lee and Thai 
Prime Minister Prem Tin- 
sulanond achieved large 

































































: their talks, which cent ed on 
10. ; 








tic and military pressure (via 
the Cambodian resistance co- 
alition) on Vietnam. 

Lee called for Asean to close 
ranks, which Asean sources 


said was an indirect reference | 


to the shared feeling among 
Thai and Singaporean offi- 
cials that any initiative on 
Cambodia — such as Malay- 
sia's current call. for "proxim- 
ity talks" among all Cambo- 
dian factions — should be 
fully discussed among the six 
member-nations before any 
public announcement. 

— RODNEY TASKER 


Taiwan newspaper shut 
down for Zhao story 

The Taiwan Government has 
ordered a Kaohsiung news- 
paper, the Min Chung Daily 
News, to cease publication for 
one week because of a 7 June 
front-page story, taken from 
an Associated Press news- 
agency dispatch, about criti- 
cisms made in London by 
Chinese Premier Zhao Ziyang 
of the two superpowers, which 
reaffirmed — China's non- 
aligned position. 


An official from the Gov- | 


ernment Information Office 
said the newspaper's “hand- 
ling" of the story, and the 
prominence given to the head- 


line, amounted to a violation | 
| earnings, on which Jakarta is 
| pinning its hopes to ride out 


of the Publications Law, 
which forbids the “propaga- 
tion of communist prop- 
aganda." — CARL GOLDSTEIN 


Indonesia executes 
communist prisoner 
The Indonesian Government 
executed former  politburo 
member of the banned, com- 
munist party (PKI) Moham- 
med Munir in mid-May, just 
two weeks before the annual 
meeting of the foreign-aid 
donors’ consortium, Inter- 
iovernmental Group on In- 
donesia (IGGI), after impris- 
oning him for 17 years. 
Visiting Dutch cabinet 
minister Edige Schoo, who 
chairs IGGI, and newly accre- 
dited Australian Ambassador 
William Morrison both sought 
clemency for three other con- 
demned PKI figures who, like 
Munir, had exhausted their 
legal avenues of appeal after 


17 years’ detention. But 
Foreign Minister Mochtar 
Kusumaatmadja emerged 


from a meeting with President 
Suharto to affirm that the fate 
of these men was strictly an 
internal affair of Indonesia. 


the need to maintain diploma- 


i 





The three were last confirmed ! 


alive on 25 May. 


— LINCOLN KAYE | among 


Bangkok exchange will 
seek new president 


The resignation of Securities 


‘Exchange of Thailand (SET) 


president — Siriluck Rata- 
nakorn (Review, 6 June) 
now appears to be final. SET 
chairman Dusdee Svasti-Xuto 
told a board meeting on 11 
June that the issue had be- 
come a fait accompli, follow- 
ing Siriluck's press statements 
that she could not work under 
him and the current SET 
board. There was no voting by 
the board. Siriluck, who was 
not present when the issue was 


| raised, declined to comment. 


The SET board will consult 
with the Finance Ministry and 
the Bank of Thailand (the cen- 
tral bank) in picking a succes- 
sor. This must be done before 1 
September, the day her resig- 
nation is to become effective. 
— PAISAL SRICHARATCHANYA 


| US textiles proposal 


worries Indonesia 


Proposed United States pro- 
tectionist legislation against 
textiles imports has Indone- 
sian garment makers worried. 
If it had been in place last 
year, industry sources claim, 
the US law would have halved 
the country's non-oil export 


the current slump in world 
petroleum markets. The law 
would limit 12 major textiles- 
exporting countries to fixed 
6?5 yearly increases over their 
1980 US sales. Compared with 
the other affected countries, 
Indonesia is a relative 
latecomer to the American 
textiles market, where its 
sales shot up from US$9 mil- 
lion to more than US$235 mil- 
lion from 1980-84. By scaling 
back to a 1980 base-line, In- 
donesia. stands.to lose nearly 
85% of its US textiles sales, it 


has been estimated. 

; — LINCOLN KAYE 
Emtex >. still 
eludes MBf control 


A long-running effort by fi- 
nance and property group Ma- 
laysia. Borneo Finance Hold- 
ings (MBf) to acquire textiles- 
based Emtex Corp. has run 
into a further snag as Emtex 
directors filed on 7 June for an 
injunction to halt further ac- 
tivity on the bid. Through 
nominees, MBf already holds 
44% of Emtex equity. In re- 
cent weeks Emtex has been 
the most 


as. well; 








actively 


traded stocks in Kuala Lum- 
pur. MBf has other problems 
a large number of 
loans in MBf Corp. MBf's 
main subsidiary, have been 
suspended — according to the 
company's just-released an- 
nual report for the year to.30 
September 1984. — — JAMES CLAD 


Hongkong markets hit 

by bank collapse — 
Hongkong's financial markets 
hit turbulence in the wake of 
the 6 June collapse of Overseas 
Trust Bank, the territory's 
fourth-largest. The stockmar- 
ket's Hang Seng Index regis- 
tered on 7 June its sharpest. 


| one-day fall in almost three 


years, dropping 87 points to 
close at 1,542.55. After the 
weekend, a 30-point recoverv: 
on 10 June was followed b: 
80-point fall the next day 
market speculation that ot... 
local credit institutions might 
be in danger. ; 
The Hongkong dollar 
strengthened to HK$7.769/ 
70:US$1 at the close on 
June, a premium to its 
HKS7. 80:US$1 official peg 
reflecting sales of US doll 
by banks seeking to bo 
their local cash reserves. The. 
stockmarket was calmer on 12^ 
June, the Hang Seng Index. 
closing at 1,502.94, but with 
some bank share prices havin, 
sustained large losses. U 
Bank fell from HK$5.7 
June to HK$4.075 on 11 June; 
Ka Wah Bank from HK$1.43 
to. HK$1.10 over the same 
peer — ROBERT COTTRELL 














has proposed an equity ám 
tion of up to HK$5 billion 
(US$641 million) for the terri- 
tory's Mass Transit Rai 






to come from land-sales 
fits. Half the funds are 
committed in advance, with 
the remainder to depend on 
future interest rates an 
MTRC's revenue receipts 
venue has fallen short of esti- 
mates, owing partly to lower- 
than-expected levels of use. 
The Finance Committee of 
the Legislative Council will be 
asked to approve the transfer 
of HK$1.5 billion of the initial 
HK$2.5 billion for the current 
fiscal year. The remaining 
HK$1 billion of the original 
commitment would be paid in 
1987-88. The government said 
the injection would not affect 
its 1985-86 budgetary posi- 
tion. ~ LIZ CARVER 






20 JUNE 1985 e FAR EASTERN ECONOMIC REVIEW 
































Carry 50000 Ibs. of cargo one day. 
Cover 2,500 miles on low-altitude patro 
or search-and-rescue thenext. —.- 


«f 





"e monitor 275,000 square way limit its valu 
= Lockheed-Georgia nautical miles in a single airlifter. In that 
Giving shape to imagination. flight. a Hercules transp " 
On patrol or search carry up to 50,00 
and-rescue missions, it can cargo or Į 
cover 2,500 miles at low If your mariti pat 
One of the built-in altitude and stay aloft for requirements ca 
advantages of the Lockheed — 18 hours effective airplane tl 
Hercules aircraft is its Yet its impressive elec- — forms a variety of x 
versatility. As a mari- tronic and visual surveil Lockheed H 


time patrol plane it can lance capabilities in no clearly meets that 





connection? 


The United States is large and complex. 




























Is your bank helping you find your way around? D. ur y 
Is it helping you make the right connections? 
If it isn't, you may be using the wrong bank. 


First American Bankshares, Inc., which has over 200 "RNC 
First American Bank branches in five states, is the only n 
multistate bank holding company in the United States 

with full service commercial operations in both 


New York City and Washington D.C. 


Because we know our way around important places, 
we can help you find your way around. 





We also have the full range of services. 
From letters of credit to trade financing, from competitive 
rates of exchange to expert investment advice. Plus, — 
` we back it up with state-of-the-art computer technology. 





And we've achieved it all without losing the 
personal touch. Our reputation is built on tailoring 
- services to individual needs. Even if that means 

you speak directly to our top executives; 
including the president. 


"Contact First American Bank of New York 


about your international banking. 
350 Park Avenue, New York, NY 10022 * Tel: (212) 759-9898 © Telex: 427464 FABNY UI 


flswenicAN 


THE UNCOMMON BANK 
Member FDIC 
















First American Bank of Virginia, McLean, V A » First American Bank, N.A., Washington, D.C. * First An 
F American Bank ofNew York, New York Ciy and Ars Valley Fidelity Bank & Trust Co; T Kopanie TN Ea 

















ROOM AT THE TOP 
A management shake-up is 
expected at Malaysia’s seventh 
largest commercial bank, 

Perwira Habib Bank Malaysia, 
with possibly four 
changes at the top levels. With 

1984 assets of nearly M$1.6 
billion (US$652 million), 
Perwira Habib is 26% owned by 
Syarikat Permodalan 
Kebangsaan, a bumiputra 
company. Pakistan’s Habib Bank 
holds another 33.33% and the 
Lembaga Tabung Angkatan 
Tentera (Armed Forces 
Superannuation Fund), one of 
Malaysia's largest investment 
funds, holds the remaining 
40.67% . 


_OIL FOR RICE 
Thailand is set to conclude a 
major oil-for-food deal with Iran. 
Interests linked to the Metro 
Group — which includes United 
Flour Mills and the Chaophraya 
cereal company — first 
approached Teheran early in 
1984 with an offer to lift 10- 
20,000 barrels per day of 
Iranian crude oil using 
intermediaries. In exchange, the 
Iranians have been offered 
-500,000 tonnes of second-grade 
rice, 300,000 tonnes of maize and 
. 200,000 tonnes of tapioca for 
delivery over 12 months. 
Following an Iranian ministerial- 
level delegation to Bangkok from 





19-23 May 1984, Teheran has now 
taken up the offer — which will 
operate on complicated 
“quadrilateral” agreements 
between Iranian Government 
procurement agencies and Thai 
interests on the one hand, and the 
National Iranian Oil Corp. and a 
foreign oil buyer, originally ; 
expected to be Japanese, on the 






~ other. Since the deal was 
| negotiated, however, Iranian 


displeasure over low Japanese 
crude-oilliftings inrecent — . 
months (REVIEW, 13 June) has led 
to Teheran's request that 
Romanian interests be 
substituted for Japanese. 


SICK DIPLOMACY 


The “health reasons" reported to 
be responsible for Japanese 
Deputy Foreign Minister 
Shinichiro Asao postponing his 
planned trip to Hanoi at the end 
of June may be a *diplomatic 
illness" eaused by Asean's 
expressed concern over the visit. 
Although the Japanese 
Government has not said so 
publicly, Asean officials suspect 
that the minister wanted to 


¿explore the possibility of Tokyo 


playing a peace-making role 
between Vietnam and Asean over 
Cambodia. Before newspapers 
from Tokyo reported Asao's trip 
was off, one senior Asean official 
had told the REVIEW: *We have 
some concern. We will be asking 











] 










what they [the Japanese] have in 
mind." Asean has shown similar 
concern in the past when third 
countries, particularly. Australia, 
havetried to act asintermediaries 
with Vietnam without fully 
consulting the six member- 
nations beforehand. 


JET SETTERS 
The armed forces of Cambodia’: 
Heng Samrin regime may soon be 
taking delivery o ; 
the firsttime. Thai at 
intelligence sources 
Cambodian pilots à: 
receiving jet train 
interceptors at the 
built Bien Hoa airbase 
southern Vietnam. The 
thought to have been among the 
200 Cambodians who went to the 
Soviet Union in 1981 f i 
instruction on all aspeets of air 
force operations. The Thai 
sources also now list two 
Vietnamese-crewed MI-24 | 
helicopter gunships and (og 
transport helicopters as being on 
semi-permanent attachment to 
Phnom Penh's Pochentong 
airbase. In the past, the Soviet- 
built MI-24 craft have flown in 
from Vietnam on specific 
missions and were then taken out: 
again. They were last reported in 
action against Khmer Rouge 
guerillas northeast of Phnom 
Penh on the east bank of the 
Mekong River. 









































































































CHINA 

Air force chief Gen. Zhang Tingfa ar- 
rived.in Britain (10 June) A Peking 
municipal court tried seven youths ac- 
cused of instigating a soccer riot but for- 
eigners were banned from attending, a Pe- 
king Foreign Affairs Bureau spokesman 
said (11 June). 


HONGKONG 

Directors declared the Overseas Trust 
Bank (OTB) insolvent and four people 
were arrested by the Commercial Crime 
Bureau (6 June). The Hongkong Govern- 
ment took over OTB (10 June). 


INDIA 
< Hundreds of Sikhs arrived at the Gold- 


to mark the anniversary of the death of 
: Sant Jarnail Singh Bhindranwale. Prime 
Minister Rajiv Gandhi arrived in Egypt 
for an official visit (5 June). Gandhi ar- 
rived in France.on an official visit. At least 
14 people were burnt alive and six others 


“en Temple in Amritsar for a protest rally - 








killed in clashes over job and college 
quotas for underprivileged groups in 
Gujarat. Ten people were injured in fight- 
ing between moderate and militant Sikhs 
in Amritsar (9 June). Security forces went 
on maximum alert as rightwing Hindu 
groups launched a protest strike in. Punjab 
(11 June). 


JAPAN 

Japan Defence Agency chief Koichi 
Kato-held talks with United States De- 
fence Secretary Caspar Weinberger in 
Washington (10 June). 


PHILIPPINES 


Rebecca Quijano, the key witness at the 





Benigno Aquino murder trial, was cross- , 


examined by the defence (6 June). 


SOUTH KOREA 

"The oppósition New Korea Democratic 
Patty submitted a resolution to the na- 
tional assemibly asking President Chun 
Doo Hwan to dismiss Prime Minsiter Lho 


i ministers, a parliamentary spokes 






















Shin Yong in connection with alleged - 
election irregularities and other charges 
(7 June) The leader of the Students 
League was arrested in connection with 
the occupation of the United States Inf 
mation Service library buliding in 








position motion to sack three c 
said (11 June). 
SRI LANKA 


. Security forces atttacked more than a 

dozen Tamil villages in eastern Sri Lanka, 
killing more than 50 people and burning q 
1,500 dwellings, United News of India - 
said (5 June). Tamil militants blew up a 
luxury beach-front hotel on the east coast, 
senior government sources said (11 June). 


TAIWAN 

Wu Tun, one of the gangland figures 
convicted: of murdering Chinese-Ameri 
can writer Henry Liu, appealed against 
his life sentence (17 June). 
























































By Charles Smith in Tokyo 


Ithough close relatives of former 
Ae minister Kakuei Tanaka 
continue to claim that he is re- 
covering steadily from the mild stroke 
he suffered at the end of February, evi- 
dence is accumulating that the ruling 
Liberal Democratic Party (LDP) king- 
maker will not return to active politi- 
cal life in the near, or perhaps, even the 
distant future. 

At the end of May, Tanaka com- 
pleted his third month of illness with- 
out any statement from the doctors 
who had originally forecast that a 12- 
week period of treatment should en- 
able him to recover enough to resume a 
normal life. Six days later — in a move 
which seems to have shocked some of 
his closest political adherents — 
Tanaka announced through his daugh- 
ter that he was closing his main politi- 
cal office in Hirakawacho, an exclu- 
sive neighbourhood near the Diet (par- 
liament) building, as part of a move to 
allow “more efficient use” of other of- 
fice space owned by the Tanaka faction 
in central Tokyo. 

The removal of Tanaka’s nameplate 
from his Hirakawacho office does not 
mean that the former premier no 
longer has any base in Tokyo's central 
“political district. Like other members 
vof parliament, Tanaka has a small 
room (which has hitherto remained 
unused) in one of the three adjoining 
office blocks while the Tanaka faction 
, owns a building elswehere in the same 
district. But the closure of the office has 
¿been interpreted in ways which can 
only be considered ominous for the ex- 
premier's future. 
=> Tanaka's weakening authority over 
his faction within the LDP and within 

















As Tanaka's office closes, LDP factions prepare for a shift of power 


Kingmaker's legacy 





tc à S 
* 
* 











Japanese politics generally, has yet to 
produce what might seem the natural 
result — an overt attempt to replace 
him with a younger and healthier 
leader. It has, however, set off a pro- 
cess of gradual change in the party 
which could eventually have very far- 
reaching consequences. 





Pressmen outside Tanaka's home: power vacuum. 





Within the Tanaka 
faction itself a covert 
struggle for power is 
under way between the 
LDP Vice-President 
Susumu Nikaido (who, 
hitherto, has acted as 
Tanaka's right-hand 
man) and Finance Minis- 
ter Noboru Takeshita, a 
“new leader” who ap- 
pears to be making a 
strong bid for both far- 
tional and party lead 

ship. Outside the Tanasa 
grouping, in the rest of 
the LDP, an even more 
significant series of 
changes seems to be take 


ing place. " 
D period of Tanaka's 

political supred 
macy as the party's ack«! 
nowledged power “be- 
hind the throne” the five 
main LDP factions 
tended to group them- 
selves roughly into tw 
internal coalitions =- 
a "mainstream group” 
supporting the current 
prime minister (who was 
invariably also undek 
written by Tanaka) and a “non-main- 
stream" grouping which held itself 
aloof from Tanaka's influence. 

The change that has taken pla 
since Tanaka's illness is that the party 
now seems to divide roughly into three 
sub-sections instead of two, with the 
Stereotyped dividing lines between 


uring the long 
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mainstream and non-mainstream no 
longer meaning much. 

“Group I” in the new-style LDP con- 
sists of the 72-member Takeo Fukuda 
faction (formerly part of the non- 
mainstream bloc) and the portion of 
the Tanaka faction that has joined or 
seems likely to join Takeshita’s fac- 
tion, while “Group II” embraces the 
rump of the Tanaka faction and most 
members of the Zenko Suzuki faction 
(traditionally the second-ranking 
mainstream group). “Group III” in the 
new LDP line-up is the personal fol- 
lowing of Prime Minister Yasuhiro 
Nakasone himself, which is no longer 
anchored to the Tanaka grouping, and 
which thus seems to be in a position to 
play balance-of-power politics be- 
tween thetwo other rival power groups 
in the party. 

The emergence of a three-legged 

D power structure within which the 
--.me minister no longer depends on 
the support of the huge Tanaka faction 
but is able to play his own game of 
intra-factional manoeuvring probably 
explains why Tanaka's withdrawal 
from the scene seems to have left 
Nakasone stronger than before, in- 
stead of critically weakening his power 
base (as at one time seemed likely). 
However, shifts in balances between 
factions — as well as a move from 
“cold” to “hot” war between the two 
new intra-party power blocks that 
have emerged in the past month — 
could still present the prime minister 
with making some very difficult deci- 
sions. Most difficult of all may be the 
task of allocating cabinet posts among 
the rival groups, when the time comes 
for a routine reshuffle towards the end 
of 1985. 

In putting together his new cabinet, 
Nakasone would normally expect to 

ocate a predetermined number of 

sts to each of the main LDP factions 
with the Tanaka faction getting the 
lion's share by virtue of its size and the 
Suzuki and Fukuda factions being 
given runner-up treatment. But the 


Akiko Sato, one of the top officials of 
the Etsuzankai — Tanaka's personal 


mass scar standing 
caudas ue pica: ! 


F heories exp the reasons for 
Tanaka's sudden lack of funds in- 
clude the notion that his personal 
reed of “underground money" in 
the construction industry may have 
dried up sincehis illness as well as the 
MUN that the anetiot the defence in the 
long-running Lockheed bribery case 
(estimated .at..¥200 million a year) 
may finally,.have exhausted the 
former . s resources. The 
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formula of awarding six posts to the 
Tanaka faction that has been followed 
as a rule of thumb for some years may 
not work in November for the simple 
reason that the faction will, in effect, 
consist of two rival groupings instead 
of a single one. Nakasone thus could be 
faced with the task of deciding how 
many jobs to give to the Takeshita and 
Nikaido sub-groups — which in turn 
could mean that the prime minister 
would be forced to throw in his lot with 
one or the other. 

he likelihood is that, when the 

i chips are down, Nakasone will 
that Takeshita is the man to back, if 
only because it now looks as if 
Takeshita måy succeed in winning 80 
and possibly 100 members of the old 
Tanaka faction to his standard — leav- 
ing as few as 20 or 30 for Nikaido. The 
Nakasone-Takeshita alliance should 
thus emerge as a successor to the old 
“mainstream” grouping with 
Nakasone himself as its central figure. 
On the “opposition” side of the LDP 
fence a coalition consisting of the 
minority Nikaido group and the 
Suzuki faction looks like being the new 
“non-mainstream” wing of the party. 

The Fukuda faction could turn out to 
be the joker in the pack so far as the 
November cabinet-making process is 
concerned in view of 80-year-old 
former prime minister Fukuda’s poor 
relationship with Nakasone. If the fac- 
tion’s up-and-coming deputy leader, 
Foreign Minister Shintaro Abe, has his 
way the faction may join hands with 
Takeshita. Alternatively, a split seems 
a possibility, with Fukuda and Abe 
and their respective adherents moving 
in opposite directions. 

The results of Nakasone's cabinet- 
making efforts should determine whe- 
ther the prime minister enjoys a 
smooth run to the end of his second 





the contrary, finds himself presiding 
over a group of continually warring 


however, sja lee eo l 


have little difficulty in deciding | 








term as party leader in late 1986 or, on | 








factions. Beyond that it looks as if, by 
the end of this year, the main candi- 
dates for succession to the party 
leadership should have declared them- 
selves. The current favourite — given 
his strengthening grip over the largest 
LDP faction — can only be Takeshita 
but both Abe and Kiichi Miyazawa 
(the de-facto leader of the Suzuki fae- 
tion) are likely to throw their hats in 


the ring. 
Takeshita, Abe and Miyazawa differ 
widely on a number of major policy is- 


sues, most notably on the vexed ques- 
tion of whether to follow a bold ex 
mic policy aimed at making Japan 
"grow its way” out of its current trade 
problems, but in one respect they are 
alike. All three men belong to the new 
generation of leaders that offers a long 
overdue change from the monotonous 
domination of LDP polities by the 
Tanaka power machine o 
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Nakasone; Suzuki; Fukuda; Tanaka: 
three-way split. 














Prem; Kosol; Sommai; Ob; Samak: surviving opposition attacks. 








THAILAND 


Over-protected Prem 


By keeping the prime minister clear of the test of a censure 
motion, the coalition may have weakened his position 


By John McBeth in Bangkok 

n more than a few occasions in 

Prime Minister Prem  Tin- 
sulanond's five years in power, Thais 
have wondered whether the retired 
general had the capacity and the sup- 
port to survive. Now they are examin- 
ing the survivability question from the 
opposite end of the spectrum: is the 
prime minister, they are asking aloud, 
being overly protected to the detriment 
of democratic growth. 

It is an extremely pertinent point of 
debate. In the recent ballyhoo over a 
censure motion against the govern- 
ment, aides and military supporters 
went to sometimes extraordinary 
lengths to deflect any barbs directed at 
Prem himself. In going about it in the 
zealous way they did, they drew consi- 
derable criticism from political com- 
mentators who pointed out that the 
prime minister must ultimately bear at 
least a measure of responsibility for 
the weaknesses of his own administra- 
tion. 

Initially, the motion put forward by 
the opposition Chart Thai party was 
aimed at Prem and seven other cabinet 
ministers. In the end, the vote of no- 
confidence centred on only four minis- 
ters — Sommai Hoontrakul (Finance), 
Kosol Krairiksh (Commerce), Samak 
Sundaravej (Communications) and Ob 
Vasuratna (Industry) Sommai, due 
largely to last November's baht de- 
valuation and the size of the coggiry's 
foreign indebtedness, was earlier re- 
garded as the chief target of the oppo- 
sition. Yet when it came down to the 
line, though all survived, it was he — 
the only Prem appointee of the four — 
who emerged with the most convincing 
margin of victory. 

Prem escaped the initial censure mo- 
tion on what amounted to a technical- 
ity. Article 137 of the constitution 
states that a vote of no-confidence can 
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be directed at individual ministers or 
the Council of Ministers, but presuma- 
bly not both at the same time. The So- 
cial Action Party (SAP) — the senior 
partner in the government coalition — 
contended that as prime minister, 
Prem, in effect, represented the 
cabinet as a whole and therefore by in- 
cluding him and also other ministers 
the Chart Thai motion was unconstitu- 
tional. 

Tenuous though the argument may 
have been, it was sufficient legal jus- 
tification to derail the opposition move 
at a joint session of the lower house and 
the appointed senate. SAP leader and 
former prime minister Kukrit Pramoj 
made a point of stressing that the party 
was protecting not Prem but the prin- 
ciples of the constitution. 

But that argument was made to seem 
somewhat hollow when government 
officials found it necessary to organise 
a series of pro-Prem rallies across the 
northeast on the eve of the 29 May de- 
bate. It was clear as well that a number 
of government MPs were opposed to 
the generally accepted interpretation 
of Article 137 and that in their view the 
word "or" did not rule out simultane- 
ous censure of the prime minister and 
his ministers. 


hart Thai leader Pramarn Adirek- 
sarn submitted a reworded motion 
to parliament, describing Prem as the 
minister in charge of the Prime Minis- 
ter's Office. But when that was over- 
turned, the younger members of his 
party prevailed on him to drop the 
move altogether, reasoning that a 
motion against Prem alone would 
unite the coalition and leave the oppo- 
sition little chance of scoring political 
points. 
That, however, cut little ice with 
some critics, given the fact that Prem 








was never in any serious danger from 
the outset and under none of the mili- 
tary pressure brought to bear in earlier 
years. Writing in the Nation Review, 
editor Suthichai Yoon said: "The 
prime minister has been in this post for 
more than four years and whether he 
likes it or not, he has been politicised to 
a great extent. In other words, he ! 
graduated, except that he has ne 
been given a real test, because his aides 
don't have the courage to face facts . . 
Prem has nothing to lose by taking up 
the challenge and stunning the opposi- 
tion by making it clear to the public 
that he is in charge. If he is not, there is 
no reason why he should stay on." 

No-confidence debates are now an 
almost traditional tactic at the start of 
each parliamentary session, largely as 
à perceived means to legitimise the op- 
position's role as publie watchdog. 
Usually there is little to get excited 
about, but in this case, Chart Thai 
probably succeeded to a point by sim- 
ply exploiting the inherent intra- and 
inter-party conflicts among the four 
partners. 

While all of the ministers survived, 
Samak suffered because of a legacy of 
ill-will with the Democrats which 
dates back to his defection from the 
party in the mid-1970s. Only 38 of t 
58 Democrat MPs were in the 323-st 
House of Representatives when the no- 
confidence vote was taken on 6 June, 
leaving the communications minister 
and leader of the Prachakorn Thai 
party with a winning margin of only 
147 to 102. Ob, a member of former 
prime minister Kriangsak Chomanan's 
National Democracy Party, fared even 
worse, scoring 139-106 after nine MPs 
of his own party voted against him. 
Intra-party conflicts were also evident 
in the 156-95 vote for Kosol with 20 
dissident members of the SAP absent. 

Sommai was perhaps the surprise, 
but in many ways his 166-91 vote 
served to underline just how safe Prem 
would have been if he had been one of 
the targets of the censure debate. That 
result alone has probably put paid to 
talk of a cabinet reshuffle, but most 
observers believed all:along the fuss 
was an over-reaction on.the part of a 
coalition which seems toibe frightened 
of its own shadow. tt! oO 
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“To blend the separate parts into perfect harmony.” 
Antal Dorati and his Rolex have much in common. 


Antal Dorati is Conductor 
Laureate of the Royal Philhar- 
monic Orchestra in London, 
as well as the Detroit Sy mphony 
Orchestra, and the Stockholm 
Philharmonic. 

Over the years, Dorati has 
gained an enviable international 
reputation, holding appoint- 
ments with most of the great 
orchestras: the BBC Sy mphony, 
the London Sy mphony, the 
Concertge „bouw Orchestra of 

Amsterdam, the Berlin Philhar- 
monic Orchestra and the Cleve- 
land, Chicago and Philadelphia 
Orchestras in the United States. 
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The Chase Partnership at work. From left to right: Toshio ota, C Japan; R. Taggart Mur Chase; Munekazu Wakita, Sumitomo Life and Patrick L. North, Che 








Working together to - 
provide the world with ac iim "ee 
to the capital markets of 


Japan. 


Innovation and knowledge are two of the essential 
ingredients in our relationship with Sumitomo Life. They 
enable us to bring together the burgeoning capital 
markets of Japan and prime investment opportunities 
around the world. 

The Chase Partnership. 

- A simple but dynamic approach which allows us to 
serve you better — whatever your business. 
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DID YOUR 

COMPANY 

MAKE THE 
‘REVIEW 600? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
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| h th quantity and quality of the ad 
€ cognac WI presence vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re 
view carried more advertising 
than at any time in its 39-year 

history 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology. con 
struction & engineering, li 
quor, office equipment, luxury 
products and many, many 
more 


As the world's premier publi 
cation on Asian affairs, the 
Review delivers top dec 
makers in business, industry, 
government and the profes 
sions more cost effectively 
than any other publication in 
Asia 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600 


For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manage: 
Far Eastern Economic Review Ltd 
GPO Box 160, Hong Ki ng 
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"AUTOMAGNIFICATION" 
FOR CREATIVE COPYING. 


" Automagnification'' lets you create professional 
looking copies in seconds! Choose the copying ratio, 
and the SF-8200 automatically selects the paper size. 
Or choose the paper size, and different size origi- 
nals will be automatically enlarged or reduced to the 
size you select. If your original is an odd size, just 
enter the length and width, and the SF-8200 auto- 
matically adjusts the magnification ratio to produce 
copies in any desired standard paper size 


400% IMAGE ENLARGEMENT 
PLUS SPACE-SAVING 
FRONT-LOADING SYSTEM. 


The SF-7200's 400% image enlargement function turns originals with 
tiny characters or illustrations, like maps and specification charts, 
into easy-to-read copies. Its front-loading cassette system saves valu- 
able side space, while color copying in black, blue, red or brown gives 


you the versatility you need to produce more persuasive documents 


PRACTICAL FUNCTIONS — 
IN A COMPACT COPIER. 


The SF-7100 is a practical and compact copier with more of the functions you 
need to make better copies. Auto Exposure control ensures clean copies even 
from high-contrast originals, while two-sided copying by manual feeding and 
a Power Save function help reduce both paper and power expenses. For practi- 


cality, convenience and economy, it's hard to beat the SF-7100 


COPYING CONVENIENCE 
WITHOUT LEAVING YOUR CHAIR. 


The Z-60 is the ideal size and weight to sit by your desk, on a counter or 
table — wherever you need quick, convenient copies. Yet as small as it is, 
the Z-60 makes copies as large as B4 size or as small as a credit card. The 


Z-60 can even make color copies in black, red, blue or brown! 
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RAFFLES CITY CONVENTIO: CE: TRE 


WESTIN HOTELS’ 
WORLD CLASS NEW MEETING PLAGE, 
OPENING 1986. 










Raffles City Convention Outside, the Singapore experience 
Centre, together with the Westin awaits. Food hawkers at the local food 
Stamford and Westin Plaza, stalls. Prayers in Tamil at the Indian 
opens in 1986. It will be the most temples. Muezzins calling from THE 
comprehensive meeting, the mosques. Trishaw drivers 
convention and exhibition centre keen to show you the sights. SPIRIT 
imaginable. And the fascinating ritual of OF 

State-of-the-art meetings «Cantonese 
facilities abound: simultaneous " street opera. SINGAPORE 
translation in up to 12 languages, A 
computerised registration of A : 


delegates, electronic microphone 
management and voting systems, 
and closed circuit TV linking all 
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woods, Italian marble and luxurious 
fabrics — together with bedside 
control of the motorised drapes and 
colour TV channels. 

Recreational facilities include a 
fully-equipped health club, four 
air-conditioned squash courts, two 
swimming pools, six tennis courts 
and 20,000 sq. metres of superlative 
shopping. 
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Crying lady's last laugh 


Defence hopes that the prosecution’s star witness in 
the Aquino trial would ‘self-destruct’ appear dashed 


By Guy Sacerdoti in Manila 


he long-awaited cross-examination 

of the prosecution’s star witness in 
the Manila trial of 25 military person- 
nel and one civilian in connection with 
the 21 August 1983 assassination of 
opposition leader Benigno Aquino 
does not seem to have been as damag- 
ing to the opposition case as defence 
lawyers obviously had hoped it would 
be. 

The gruelling, five-hour questioning 
of “the crying lady," Rebecca Quijano, 
on 6 June centred on two basic issues. 
The first was whether she could have 

xen what she claims she saw — a 

haki-clad soldier aiming a gun at the 
back of Aquino’s head as he and his 
military escorts descended the service 
stairs from his homecoming flight, at 
the moment she heard the first shot 
fired. The second, leading to far more 
dramatic testimony, was whether 
Quijano was a credible witness, given 
her chequered past and frequent bouts 
with the law. 

But judging by the reactions of San- 
diganbayan, or special court, presiding 
justice Manuel Pamaran to prosecu- 
tion objections to some of the question- 
ing, and the response after the hearing 
from both prosecution and defence 
lawyers, Quijano's testimony did not 
"self-destruct" under the  cross- 
examination, as defence lawyers had 
claimed it would. Rather, her willing- 
ness to testify despite attacks on her 
character and the fact that many as- 
pects of her statements are supported 
~y other physical evidence and tes- 

mony make her appearance critical 
w the prosecution's case. 

Criminal lawyer Rodolfo Jimenez, 
who represents the 21 Aviation Secu- 
rity Command soldiers charged with 
conspiracy or as accessories to conspi- 
racy to murder Aquino and Rolando 
Galman (the man the military claims 
shot the ex-senator), spent more than 
half of his cross-examination dwelling 
on Quijano's movements inside the air- 
craft after it had pulled up next to the 
docking tube. 

Quijano testified on 2 May that she 
tried to follow Aquino out of the air- 
craft, and when she found the exit 
blocked by jostling newsmen and 
plainclothes military men, she ran to a 
window between the left-hand wing 
and the exit. Jimenez dwelt upon sev- 
eral details, such as the number of 
steps she took, the distance from the 
exit to the window, the time it took her 
to get there and whether or not other 
passengers during those confused mo- 
ments were blocking her path down 
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the left aisle. Quijano answered all 
these questions with “I do not re- 
member.” Jimenez said after the hear- 
ing that this should cast doubt upon 
her testimony, but prosecution lawyers 
said it was normal for a person not to 
remember that type of detail, particu- 
larly during moments of confusion and 
with attention obviously focused else- 
where. 

But perhaps the most damaging tes- 
timony occurred during Jimenez’ 
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The more dramatic testimony con- 
cerned Quijano's father and her crimi- 
nal record: 10 charges in Philippine 
courts, primarily for bouncing cheques 
and other financial irregularities, and 
convictions in Hongkong in August 
1982 for obtaining property (clothing 
and spectacles) on forged documents 
and holding a fake US$50 note. 
Quijano's arrest, and her claim that the 
Philippine Consulate failed to help her 
obtain a lawyer, led initially to her 
staging a hunger strike, and then to 
two attempts to commit suicide by 
slashing her wrists. A psychological 
examination following the first at- 
tempt led to à brief confinement in 
Castle Peak mental hospital in Hong- 
kong. 

But Pamaran dismissed the defence 
contention that this meant she was 
emotionally unstable and thus not à 
credible witness. After Jimenez asked 
Quijano to explain what she told 
the psychiatrist which led to her 
confinement, prosecution objec- 
tions that this violated patient- 
doctor privacy were upheld, with 
Pamaran adding that because 
the episode occurred in 1982, it 
had no bearing on her testimony 
or her credibility as a witness 

The defence also pointed out | 
that Quijano held three separate | 
passports under different names. | 
‘But she explained that her appli- | 
cation for immigrant status in 
the United States forbade her 
from obtaining a US visa under 
the same name, and her Filipino 
travel agent suggested and 
helped arrange the passports to 
get around the legal problems, 
Quijano wanted to travel to the 
US, where a sister lives, in 1981 
after her father's death. A rela- 
tively wealthy landowner from 














Y the Bicol region of southern 
Luzon, the senior Quijano, who 
ENG ) Re was a minor official of Aquino’s | 
|: : (A Pilla Liberal Party before 1972, sold 
my P " Las his land to move with his family 
Quijano: critical to the prosecution. ue) to the US. But the land deal was 
questioned and he was arrested 
questioning about the moment 


Quijano got close enough to the win- 
dow to see the stairway. Asked whe- 
ther she saw either the barrel or grip of 
the handgun held by the extended arm 
of the soldier, Quijano said she could 
not identify them precisely, only that 
what she saw looked like a gun. And as 
to whether the gun kicked back after 
she heard the shot, she replied: “I just 
heard a shot.” 


Tx put into question whether the 
gun she saw was responsible for the 
shot she heard, and defence lawyers 
claimed later that it cast doubt over the 
claim that she saw the shot fired. In 
fact, all Quijano testified was that 
when she saw the soldier's extended 
arm pointing at Aquino's head, she 
heard a shot, not that she saw the gun 
actually fired. 





tigators and brought to Manila where, 
after telling family members he was 
confident he would be released, he was 
found hanged in his cell. The military | 
claimed it was suicide, but the family i 
maintains the military was responsi- j 
ble. 1 
Quijano said during the cross- 
examination that each time she sees a 
military man, she thinks of her father, A 
The defence wants to use that to show 
that her perception was clouded dur- ' 
ing those tense moments before 7 
Aquino was killed. But the overall ef- | 
] 
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by Philippine Constabulary inves- 


fect of her testimony appeared un- 
scathed by the character attacks and 
her memory of merely the salient 
events of that Sunday. At one point shé 
bluntly answered one question: “Even 
if I am the worst person in the world, it | 
cannot change what I saw.” o | 
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By Derek Davies in Seoul 


his year most of the world remem- 
Te: the end of several wars: the 

40th anniversary of peace in both 
Europe and the Pacific after World 
War II and the 10th anniversary of the 
communist victories in Indochina. For 
-. Koreans, however, a more vivid an- 
niversary occurs on 25 June — the day 
on which, 35 years ago, North Korean 
troops struck without warning across 
the 38th Parallel. 
The anniversary is an uneasy one: 
the actions of North Korea’s leader 
Kim Il Sung are as unpredictable today 
S they were back in 1950. Kim is 73 
and engaged in masterminding the 
first dynastic hand-over of power in a 
communist state to his son, Kim Jong Il 
— a process which could well make 
yongyang's actions even more 


"He's a soldier's soldi- 
er,” says a senior Unit- 
ed States official in 
4 Seoul of Gen. William 
V J. Livsey, who sports 
\ four titles: Command- 
er-in-Chief United Na- 
tions Command; Com- 
LIN ASIA mander-in-Chief Re- 
_ public of Korea/United States Com- 
bined Forces Command; Commander 
S Forces, Korea, and Commanding 
General 8th US Army. “First and 
| foremost I’m a soldier,” Livsey himself 
confirms. “I’m charged with the job of 
_ maintaining peace and stability here. 
* That's my primary and only duty — all 
day, every day. I let the diplomats 
^ handle political matters. 
What of the withdrawal of one US 
_ division and the threat former presi- 
dent Jimmy Carter posed of withdraw- 
| ing all US land forces from Korea? 
"That's all history now. We have no 
plans for any further withdrawals. We 
have a commitment, a treaty. I think it 
` was a prudent act by those gentlemen 
who turned that decision around." 
- Under President Ronald Reagan, 
times have changed: “Congress and the 
* Department of Defence in recent years 
have done us well" Livsey says. 
"We've made large strides in catching 
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Common sense favours the status quo, 








dangerously erratic. Further, by the 
end of this decade South Korea will 
have achieved sufficient military 
strength to withstand an assault from 
the North — so that the next five years 
provides a “window” for a replay of 
the 1950 invasion, the last chance for 
either father or son to realise their 
dream of reunification. 

If common sense prevails, the status 
quo will continue on the Korean penin- 
sula. Even given the North's present 
superiority in military strength over 
the South, the presence of US troops 
(still under the United Nations flag) 
and the threat that they would use tac- 
tical nuclear weapons guarantees that 
catastrophe would be the only reward 
for a frontal assault. Further, each of 
the great powers closely concerned 


A soldier's soldier and 
unapologetic patriot 


up. Nothing is more important than 
that a soldier, a sailor, a marine or a 
member of the air force feels that 
someone cares. Morale, I would say, is 
very good." 

It is hardly surprising: by the stand- 
ards of European armies, the US sol- 
dier is cosseted. A complete life, insu- 
lated from South Korea for anyone 
who wishes to stick with hamburgers 
and coke, is on offer. 

But Livsey includes fitness under the 
heading of morale: “As a young 2nd 
lieutenant, I fought up and down these 
hills and know that a lack of stamina 
can get you killed sooner than any- 
thing. The men are fit and I can assure 
you they can handle their weapons, 
despite the increasing sophistication 
of the systems we use. As their general I 
may not be able to master their equip- 
ment as well as they can, but I can and 
do set an example. I run four to five 
miles every day. 

“Yesterday I did what I wanted to 
do, rather than what some goddamn 
aide had arranged for me" (at which 
point the interviewer has the distinct 
impression than his appointment was 
arranged by an aide). “I get into my car 
or helicopter and drive or drop down 
unannounced at some camp where I 
can talk to the soldiers — and chew ass 











but there is stil the Kim f. ctor- 


Divided they stand 


with the peninsula — China, Japan, the 
Soviet Union and the US — appears to 
wish to preserve the present uneasy 
truce and even work for the reduction 
of tension and eventual normalisation: 
However, the Korean situation poses 
the greatest threat to peace in the re- 
gion because there are limited grounds 
for supposing that common sense will 
prevail. North Korea has provided 
ample evidence that it will stop at no- 
thing to undermine the South: it has 
dispatched an assassination squad to 
Seoul's Blue House; dug tunnels und 
the DMZ (demilitarised zone), anu 
plotted to murder President Chun Doo 
Hwan and his ministers in Rangoon. It 
is uninhibited either by ethics or world 
opinion: it hijacks ships; fires on flags 
of truce; infiltrates its agents across 














when necessary. They’re in the highest 
kind of shape in terms of morale a 
combat readiness,” 

Neither does the general believe 
jet-lag. On his wall, handsomi 
framed, is a flag which once grace 
4th green of a local golf co 
Straight off the plane from Washii 
ton, Livsey teed off within the hour 
and scored a hole-in-one on the fourth 
hole, a stroke commemorated by íhe 
flag. One would not be surprised if the 
reports that another frame on his desk 
enshrines a signed photograph of John 
Wayne were true, or that the nobb' 
stick that he uses instead of a milita 
baton is cut from the branch of t... 
poplar tree at Panmunjom which was 
being trimmed when two US army of- 
ficers were killed by axe-wielding 
North Korean guards. i 


ut a US Embassy source dismisses 
such attitudes as camouflage: 
“Livsey is happy to let people think he 
is just a cracker from Georgia. In fact 
he's full of common sense and good 
judgment — playing it straight down 
the line with us. From the point of view 
of foreign policy/military cooperation, 
he's the best general here since John 
Vessey," who was commander-in- 
chief from 1976-79. B 
What of the moderating influence 
which Peking is thought to be exerting 
on Pyongyang? “The North's war plan 
is for a quick, fast scenario, designed to 
bring the conflict to an end before its 
reserves ar &hausted. So if the 
Chinese turn the spigot on their. 
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the DMZ; murders US soldiers with 
axes, and attempts to gun down a flee- 
ing Soviet defector. 

Abroad, North Korea aids revolu- 
tionary causes in Sri Lanka, Grenada, 
Zimbabwe, Nicaragua, Uganda and 
Ethiopia in pursuit of no discernibly 
rational goal. North Korean diplomats 
deal in arms and drugs; one of its offi- 
çials, accused of rape, refused to ac- 
knowledge the law of his host country, 
and members of the North's football 
team beat up an Asian Games referee. 

Kim Il Sung has always alternated 
smiles with terror, exercising violence 


Livsey and Lee: ‘a lot of compatibility. é 


| supply pipeline, it wouldn’t worry 

em too much. So we're watching the 
North's capacity and for how long they 
could sustain a conflict. They have 
moved their mechanised and 
motorised strike forces up close to the 
DMZ [demilitarised zone], but many 
units have gone underground; no other 
army has been so deeply dug in — 
which makes it difficult to monitor. 
The North's armies are not in the 
dressing-room; they are like a runner 
on the starting blocks." 

As for the military threat from the 
North: “We expect they would attack 
with a two-front strategy — a frontal 
assault synchronised with a massive 
infiltration of the rest of this country 
by special commando forces delivered 
by air and sea with the task of destroy- 
ing our rear supply lines, communica- 
tions and air fields. So the whole of the 
country forms our vital rear area and 
our security plans must cover the en- 
tire peninsula. This is mainly the pro- 
vince of the ROK armies." 
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when the South's leadership appears 
strong and united and offering smiles 
— and negotiations — when he per- 
ceives weakness and disunity. Today, 
after Chun's electoral setbacks in Feb- 
ruary and with growing student un- 
rest, various sets of negotiations — on 
economic cooperation, family reunions 
under Red Cross auspices and parlia- 
mentary contacts — are going on. 
However, unless Pyongyang can 
gain some tangible concessions to its 
understandable diplomatic objectives 
(such as an agreement to its proposed 
tripartite talks with the South and the 
US, which would 
lend it legiti- 
macy from the 
West; agreement 
for the reduction 
or withdrawal of 
US troops or the 
promise of aid 
and investment), 
it seems unreal- 
istic to expect 
any real thaw. 
The best pros- 
pect, therefore, is 


The acronym 
for the Republic 
of Korea seems 
to be particu- 
larly savoured by 
Livsey. "The 
ROKs are excel- 
lent troops," he 
says, "We rely on 
the ROKs." He is 
anxious to em- 
phasise that he 
heads a com- 
bined command 
— that his deputy is a four-star ROK 
general, that his chief staff intelligence 
G2 officer is a ROK air force major- 
general, Lee Sang Hoon, whose deputy 
is a US Air Force brigadier-general, 
that the combined command is inte- 
grated and synchronised, both armies 
having “a lot of compatibility, inter- 
changeability and  interoperational 
ability — mostly using the same 
weapons and ammunition — though 
some differences exist, as with the 
tanks we use." 


e is pleased too with the Katusas 

(literally Korean Augmentation to 
the US Army — or South Korean sol- 
diers serving in the ranks of American 
army units). There are no officers or 
warrant-officers among them and 
though they may do menial tasks (in 
kitchens, as porters, as houseboys or on 
other non-military assignments) they 
cannot be permanently assigned to 
such duties, though they may work as 
laundrymen, tailors or barbers when 








of continuing efforts by Pyongyang to 
encourage dissent in the South and to 
undermine the Chun government. Th« 
worst is that Kim or his son will opt for 
a direct attack. 


he temptation for one of the two 
Kims to launch such an attack 


within the next few years must be 
considerable. Ever since the mid- 
1960s, the South has been outperform- 
ing the North economically. Between 
1945 and 1965, the elder Kim trans- 
formed the North from an economi- 
cally weak Japanese colony into a unit- 
ed, relatively industrialised state, with 
gross national product annual growth 
rates averaging more than 12% and per 
capita incomes well in excess of those 
in the South. Since that time, however 
the roles have reversed. North Korea's 
growth has slowed. Its second seven- 
year plan (1978-84) aimed at an aver- 
age growth rate of 9.6% and achieved 


coy 


only 4.5%, while it has continued to 


expand between 20% and 25% of its 
GNP on strengthening its armed 
forces. 


Pyongyang's economically disas- 


no other source of such labour is avail- 
able. 

The US command emphasises that 
the scheme is working well — largely 
because the average Katusa is intelli- 
gent and relatively well-educated 

Livsey professes to be as puzzled as 
the next man about Pyongyang's inten- 
tions: “I don't know what is going on in 
the minds of the men up there. I look at 
their forces and their statements and 
must wonder whether Kim [Il Sung] is 
contemplating some aggressive act. I 
give credit to the North for the moder- 
nisation it has achieved, but I wouldn't 
want Kim to miscalculate. We are a po- 
tent fighting force. But the mystery sur 
rounding North Korea is part of our 
problem. We all hope the talks — the 
tension-reduction measures — will 
succeed. But we must remember that in 
the past such talks have been going 
when the North has struck, as in 1950 
We believe that the differences are bas- 
ically a Korean problem." 

The interview is ending, but the gen 
eral wants to add a final word. “I ama 
patriot, I make no apology for that. I 
love my country, and I love this coun- 
try. I have faith and confidence in the 
people in this command — and the 
most vital thing in war is confidence. 
The gallant young ROK people in uni- 
form need our leadership. They need 
our care and compassion. And most of 
all they need our love. I make no apol- 
ogy for saying this. All they need is fore 
us to have our heads screwed on the 
right way. They won't falter; they'll be 
fine." — DEREK DAVIES 
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trous attempt to finance imports of 
equipment and technology from the 
West in the early 1970s put it deeply in 
debt to Japan and Europe as well as to 
its socialist allies — debts which it still 
has difficulty in servicing and repay- 
ing. That experiment illustrated the 
limitations of Kim's Juche (self-re- 
liance) economic strategy, which owed 
much to the late Mao Zedong. 

Neither of these failures augurs well 
for Pyongyang's newest efforts to at- 
tract capital and investment from the 
West; Kim's policies guarantee a nega- 
tive response to the North's joint-ven- 
ture law, adopted last September. 


eanwhile, since the mid-1960s, 
M* South's growth rates have 

averaged 9%; today, its GNP is 
5.2 times larger than the North's. Al- 
though the South spends only about 
6% of its GNP on defence, within the 
next few years its armed forces will 
achieve a strength 70% of that of the 
North, the ratio military strategists 
reckon is sufficient for a defending 
power successfully to withstand an at- 
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Kim Il Sung: smiles and terror. 


tack. The next few years therefore 
offer the *window" which must tempt 
the elder Kim, or his son. 

The South's success in achieving in- 
ternational legitimacy must also spur 
the Kims' urge to strike. Seoul's econo- 
mic prowess has gained it membership 
of the global community: its civil en- 
gineers and workers are building repu- 
tations abroad, while its export record 
has investors waiting impatiently for 


- wider opportunities to buy equity in its 


industries. Infuriatingly for Pyong- 
yang, Seoul is putting its achievements 
on display to the world, much as Japan 
paraded its successes by hosting the 
Olympic Games in 1964 and mounting 
Expo '70. 

South Korea is playing host to a wide 
variety of international conferences (it 


"ds even bidding to mount the Boy 


Scouts' World Jamboree in 1991) while 
preparing to host the Asian Games 
next year and the Olympic Games in 
1988 — the year in which Seoul plans 
to apply to join the rich nations' club, 
OECD. Each event must provide a re- 
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minder to Pyongyang of its own isola- 
tion, and the increasing incredibility of 
its propagandists’ claims that the 
world is united in open-mouthed ad- 
miration of their “Great Leader.” 

The fears of the North mounting a 
pre-emptive strike are not based on 
idle hypotheses, for Pyongyang has 
spent the past decade-and-a-half pre- 
paring for a military victory. It has 
doubled the number of men under 
arms and enormously improved its 
military hardware. More disturbing 
than the North's military superiority is 
its redeployment recently into posi- 
tions of greater offensive readiness. 
With the slogan “Speedy action, 
speedy conclusion” the North has ex- 
panded and reorganised its armoured 
divisions, assigning “battering ram 
brigades” to its frontline corps. 
Mechanised divisions and commando 
units have been brought into forward 





munitions and other supplies have 
been stockpiled for a war lasting up to 
three months. 


the city of Seoul is shaken by the 

boom of a supersonic aircraft. Pre- 
cisely 23 minutes later the boom is re- 
peated, marking the return of an SR-71 
— a Blackbird — from a surveillance 
mission over the North. Presumably it 
was a Blackbird which discovered that 
some North Korean. divisions previ- 
ously deployed well north were “miss- : 
ing," and later found them relocated 
along the DMZ, though no source will 
confirm this or indicate the numbers 
involved. 

One of the most terrifying aspects of 
the Korean situation, apart from, 
Pyongyang's unpredictability, is the 
number of unknown factors in the 
North-South equation. The South it- 


F^ time to time, by day or night, 


ARMED FORCES IN KOREA 
March 1985 


USFORCES — KOREA 
Arm 
A 

a 

Marine Corps 


SOUTH KOREA FORCES | 600,000 
res 520,000 
Air Force 


32,000 
Navy/Marine Corps 48,000 


orce 


One division with support troops 
One air division with support 


F-4 Phantoms, F-5 Freedom fighters, F-86 

De e ue C-123, UH-1 = 
es ers, destroyer-escorts, patro ts, 

medium landing ships, minesweepers ' ; 


Reserve forces include an estimated 2.8 million-member ‘Homeland Defence Reserve Force,’ 


NORTH KOREA FORCES | 835,000 
Army 750,000+ 


55,000 


Air Force 


Navy 38,000 








50+ infantry divisions (includes 5 to 10 
motorised divisions, 2 armoured divisions, 

6 armoured brigades, 25-30 commando and 
other special brigades) 

640 n fighters, 20 fighter-bombers, 85 
bombers, 160 helicopters, and 250+ 
transports 

450+ combat vessels, including 20+ 
submarines, 25-30 missile boats, 300 bà 
Dos s patrol boats, and 100-- amphibious 
craft ; 


The North Korean military establishment includes reserve forces of approximately 5 million mem- ' 


Source; US Forces, Korea 





positions along a strip 40-60 km north 
of the DMZ. Last year, more than 100 
underground fortresses were built 
close to the DMZ, and it is believed that 
these conceal furthersupplies of armour, 
mechanised transport and artillery. 
Meanwhile, the North has stepped 
up its training of commando units 
using more than 250 AN-2 transports, 
mostly by night. The surreptitious im- 
portation of US-made Hughes 500 and 
300 helicopters (the same models used 
by the South Korean military) enables 
the North to place troops, possibly 
dressed in ROK (Republic of Korea) 
army uniforms, behind the lines to 
sabofage communications and mili- 
tary installations and create maximum 
confusion. The North is thus able at 
any time to launch a massive surprise 
attack, aimed at achieving victory 
within a week, though sufficient fuel, 





self retains many of the habits of a her- 
mit kingdom. Although Seoul should 
in theory welcome a greater interna- 
tional appreciation of the threats it 
faces (if only to justify the UN flag still 
fluttering over the combined forces), 
this correspondent was able to speak 
only to retired generals and academics: 
no interview would be granted by a 
serving ROK officer or defence official. 

The experience was not unusual: 
even US Embassy officials complain 
that their contacts with the South Ko- 
rean military remain friendly but un- 
informative. 

But the South is an open book com- 
pared with the enigmatic North. 
Pyongyang watchers sift through the 
propaganda material, trying to devine 
Kim's intentions in the light of his past 
actions, guessing that his efforts to se- 
cure the succession for his son are stir- 
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dency of the campaign launched in 
February 1983 to establish the younger 
Kim as the new leader and on the adop- 
tion by the Korean Workers Party last 
January of a slogan calling for *a re- 
lentless fight against all unhealthy ele- 
ments." 

Jong Il, already named "Supreme 
Commander of the Armed Forces," is 
further reported to be exercising day- 
to-day control over the party, the ad- 
ministration and the military, chairing 
politburo meetings. His main suppor- 
ters are reportedly Prime Minister 
Kang Song San and chairman of the 
Joint Chiefs of Staff Oh Kuk Nyol, fel- 
low graduates of the Mangyongdae 
Revolutionary School, plus Defence 
Minister O Jin U. Already the way is 
being cleared for Jong Il's advance- 
ment: a purge of the older generals is 
under way and administration offi- 
cials expelled or demoted. The heir- 
apparent is reportedly campaigning to 

- late his stepmother, Kim Song Ae, 
1 her relatives. 
As in the days when China watchers 





were prematurely forecasting the 
ath of Mao, it is difficult to know 
w much weight to give to such re- 
ports. The paucity of knowledge is ap- 
parent when a senior South Korean ex- 
pert on the subject analyses Jong I's 
character: he is abrasive and short- 
tempered partly because he has curly 
hair and was observed wagging his 
finger excitedly while pointing out a 
soldier who had incurred his displea- 
sure during a military parade. 
Anyway, the argument goes on, he is 
his father's son and must be a "spoilt 
child.” The argument continues: he has 
little military background and must 
gain the army's support for his succes- 
sion. His father has anointed him be- 
cause, as his son, Jong Il is theonly man 
the father trusts to carry on with the 
sacred revolution. Therefore the son 
must achieve something on his own ac- 
count. Therefore, the “argument” con- 
cludes, the danger of an attack is high. 
Others disagree, arguing that when the 
elder Kim dies the North will be freed 
of his obsession and could well opt for 





the stri- 


All that is certain is that nothing is cer- 
tain. 

Behind the secrets of Pyongyang lie 
further questions about the attitudes 
and levels of influence of Moscow and 
Peking. It does seem clear that China is 
doing its best to moderate the North 
and persuade Pyongyang to follow its 
example and open its doors. Privately 
Peking officials claim that they have 
taken innumerable visiting missions 
from North Korea to their special eco- 
nomic zones to show off the advances 
made with the aid of foreign invest- 
ment. They claim that last September's 
Foreign Investment Law resulted from 
such persuasion. But while China's 


cultural pull is strong and while Kim 
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REVIEW MAP by Frank Tam 


must always be mindful of the 1 mil- 
lion Chinese volunteers which saved 
his regime, Pyongyang cannot be 
happy about Peking's growing trade 
and cultural links with Seoul. 

In the final analysis, however, Mos- 
cow's leverage must be greater, for if 
Pyongyang is to continue its military 
build-up it needs hardware — and par- 
ticularly MiG23s — which only the 
Soviet Union can supply. This brings 
analysts face to face with another puz- 
zle: the intentions of the Soviet 
Unions new leader, Mikhail Gor- 
bachov. Certain Korean analysts pre- 
dict, somewhat fearfully, that Gor- 
bachov will swing Moscow's primary 
attention from Europe to the Far East. 





To bolster this theory, they point tot 
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recent completion of the Baykal-Amur 
Railway, providing Moscow with a 
second trans-Siberian link 


the assumption that if North 

Korea chose to attack the South, 
both China and the Soviet Unión 
would be forced to lend support. Al- 
though Peking is still going to extra- 
ordinary lengths to woo Kim, it is 
highly unlikely that the China of Deng 
Xiaoping would allow itself to be 
dragged into a North Korea adven- 
ture. However, thou Gorbachov 
may, in fact, prefer the status quo, 
the fact is that only the Soviet Union 
would stand to gain from conflict and 
chaos on the Korean 
peninsula. 

Such conditions 
might very well provide 
Moscow with an Af- 
ghanistan-style excuse 
for marching in and es- 
tablishing a pro-Soviet 
regime — at the same 
time providing Gor- 
bachov with an interest- 
ing test of American re- 
solve (South Korea 
today provides the US 
with its last outpost on 
the Asian mainland). 

However improbable 
such a scenario may 
seem, the gains to Mos- 
cow would be immense. 
A pro-Soviet or Soviet- 
dominated Korea would 
provide valuable air and 
ice-free naval bases for 
the Soviet fleet, linking 
up with its own bases to 
the north at Petropav- 
lovsk and Vladivostok 
and the facilities it en- 
joys in Vietnam at 
Danang and Cam Ranh 
Bay. A pro-Soviet Korea 
would put an end to the 
danger that Japan, in 
any general conflict, 
could close the vital 
straits through which 
the Soviet navy would 
have to pass on its way 
between Vladivostok and the Pacifie 
Ocean. 

If the Korean peninsula became a 
base for the Soviet armed forces, Japan 
would be forced to reassess its own de- 
fence strategies, possibly even ques- 
tioning the value of its mutual defence 
treaty with the US. Finally, should the 
Korean plum fall into its grasp, Mos- 
cow would have outflanked the indus- 
tries of Manchuria and would be able 
to exert far greater military pressure 
on the whole of China's northeast. 
These are rich prizes, should Gor- 
bachov choose to persuade Pyongyang* 
into the role of Moscow's stalking 
horse in East Asia to test South Korea 
and the Pacific allies of the US. o 


T he “hostage theory” was based on 
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Doomsday scenario or 
blue jeans and rock? 


any new factors complicate the 
Korea equation: 
» A new Soviet leader in the Kremlin 
who may choose to flex his muscles in 
the East. 
>» A China freeing itself from its 
Maoist past (stirring memories of Kim 
Il Sung's outrage when Khrushchev 
denounced Stalin). 
» An emergent South Korea, soon to 
be capable of defending itself. 
» An old man in Pyongyang con- 
templating the dwindling time left for 
him to realise his dream and prepares 
to hand over to his son, a largely un- 
known factor. 

If the forthcoming visit by Soviet 
Foreign Minister Andrei Gromyko to 
North Korea does result in Pyongyang 
acquiring MiG23s in return for the 
Soviet air force gaining refuelling and 
landing rights at North Korean air 
fields — a first step perhaps towards 
naval access to North Korean ports — 
Northeast Asia would have taken a 
significant step towards the doomsday 
scenario. 

So far, however, Moscow has been 
cautious in arming Pyongyang. And, 
though Kim Il Sung owes his present 
position to the Soviet Red Army which 
placed him in power after World War 
II, he has given no grounds to suppose 
that he would act as anyone's cat's- 
paw and has preserved a careful bal- 
ance in his relations with Peking and 
Moscow. Although little was ac- 
complished at the recent North-South 
economic talks, something of a break- 
through was achieved during the more 
recent Red Cross negotiations, opening 
the prospect of divided families visit- 
ing each other for the first time since 
the Korean War. But, the cynics warn, 
Kim has struck in the past after lower- 
ing his opponents' guard by proposing 
talks. 

While any of the great powers most 
concerned with Korea could play a 
major role in influencing the future of 
the peninsula, it is still essentially a 
Korean problem, to be solved by Ko- 
reans. North and South are locked into 
an obsessive, blinkered relationship 
across the demilitarised zone. "Here in 
Seoul," said a senior American ob- 
server, "they are conscious of the 
Soviet threat but myopically con- 
cerned only with that from the North. 
Beyond that, they feel they can't do 
anything. The Soviet Union is a prob- 
lem for the US." 

The Koreans are nationalist and 
Confucian. "Everything Korea pro- 
duces — from landscapes and music to 
flowers and strawberries — is the best 
in the world," a foreign resident of 
Seoul observes. "The Americans are 
accepted here because they're needed 


— and don't let anyone in the com- 
bined forces persuade you that they 
like their army being under the com- 
mand of an American general." The 
North Koreans evidently regard the 
Soviet Union in much the same way: 
the Soviet defector Vasily Matuzok has 
revealed that the Soviet Embassy in 


outh Korean guard in Panmunjom; 
North Korean guards: nostalgia and pride. 


Pyongyang lives virtually in a state 
of siege, under continuous surveil- 
lance. 


he Koreans have been called the 

Irish of Asia; like the Irish, they 
nurse a nostalgia for vanished kings 
and civilisations, plus pride in their in- 
dividualistic national character, their 
humour and their enjoyment of good 
company, wine and song. But they also 
share with the Irish an inability to 
forget, to let bygones be bygones. Just 
as the Irish recall the depredations of 
Oliver Cromwell, so the Koreans talk 
of the attempted invasion by Japanese 
Shogun Hideyoshi as if it occurred 
within living memory. As one Korean 
scholar remarked: "We are not like the 
Japanese, like the 47 ronin who av- 
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enged their lord, committed suicide 
and thus ended the vendetta, allowing 
society to return to normal. Our ven- 
dettas last for generations; the Korean 
word foritis han — the nearest English 
word for it is ‘grudge.’ 

“This complicates the politics of the 
peninsula, as President Chun Doo 
Hwan well knows. The students will 
never allow him to forget the massacre 
five years ago at Kwangju. Many of 
Chun's closest advisers would like to 
defuse this issue — to admit the troops 
overreacted or to set up an inquiry 
which would at least partly exculpate 
the rioters. But this 
would not appease the 
students. They would 
demand the punishment 
of those responsible and 
Chun cannot look for 
scapegoats. Kwangju is 
the wen on Chun's neck." 

The partitioning of 
Korea into a communist 
North and a pro-We 
ern South has prevent 
the country from joining 
the rest of the region of 
East Asia (apart from 
Indochina) in the pro- 
cess of dumping out- 
dated and irrelevant 
ideologies. North Korea 
is stuck in a time warp 
which combines the 
worst of Stalinism and 
Maoism in a theocracy 
of Kim-worship; South 
Korea, edging gingerly 
towards a liberalisation 
of its political system, is 
still dominated by mili- 
tary men who are con- 
vinced they embody the 
purity of their country, 
which leads inevitably 
to outbursts of unrest, 
particularly among the 
students. 

The national assem 
gained new life and rc... 
vance from February's 
election, and embodies a 
healthy, gradual pro- 
gress towards a greater 
degree of democracy in response to 
pressure from the burgeoning middle 
class. The students are more impatient, 
chanting slogans against American 
rule and imperialism which echo 
the propaganda of Radio Pyong- 
yang. 

Inevitably, the Americans are 
blamed for this. The students have 
been brought up in prospering middle- 
class households, imbibing Western 
values and Jeffersonian ideas about 
democracy and freedom. But their par- 
ents are Confucianists who bore the 
brunt of Japanese colonialism and the 
Korean War. They lived in rented 
shacks, worked hard and saved their 
money — only to find their sons and 
daughters do not share their values, 
going in for foreign fads such as de- 
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mocracy, blue jeans and rock music. 

It is not difficult to imagine the bit- 
ter altercations resulting from the 
yawning generation gap which the re- 
cent history of Korea has created be- 
tween the parents who can scarcely be- 
lieve their luck in surviving and sons 
and daughters who expect so much 
more, and who have found themselves 
living in a land largely under army 
rule 


D: fissures which lie below the | 


surface of both halves of the na- 
tion, under the personality cult which 
papers over the cracks dividing the 
North and beneath the thin veneer of 
unity claimed by the South. Between 
them lies the ideological rift; but far 
deeper than that division is the strug- 
gle for legitimacy 
This confrontation explains Kim's 
claims to be the legitimate heir 
to the Korean throne and why he can 
never admit the claims of the southern 
surpers." The South has been ruled 
ecessively by Syngman Rhee, the son 
or a Yi dynasty aristocract, a 
nationalist who fought for indepen- 
dence from Washington and withdrew 
to Hawaii; by Park Chung Hee who 
once served in Japan's army under the 
name of Capt. Matsumoto, and by 
Chun, who seized power by military 
coup 
Kim may have been put into power 
by the Soviets, decorated for heroism 
during the battle of Stalingrad, and 
ended as a major in the Red Army, but 
he can claim to have fought the Japan- 
ese between 1937 and 1941, albeit from 
well behind the lines. Moreover Kim 
has no truck with modern Western 
ideas about democracy; he is a dictator 
in the totalitarian tradition of the Yi 
dynasty, a 500-year era of orthodoxy 
during which Korea attempted to be 
more Confucian than China, tolerating 
no heterodoxies. It is entirely within 
the patterns of Yi dynastic power that 
is attempting to hand over the 
rone to his son 
Against the strength of that appeal 
to the Korean sense of history, the 
challenge facing Chun is not only to 
continue with the process of moderni- 
sation and political liberalisation, but 
to ensure a peaceful transfer of power 


when he keeps his promise to stand | 


down in 1988. 

Bitter memories dominate the pen- 
insular. The North will never forget the 
blanket bombing of the Korean War, 
when their country was reduced to 
rubble. The South remains obsessed 
with the surprise strike across the 


truce line 35 years ago — and with 
Vietnam. They remember watching — 
and fighting themselves — as the 


southern half of a partitioned country, 
largely ruled by the military, gradually 
lost the will to fight, and as the US 
commitment to defend that country 
drained away. Neither side is willing to 
forget, or to lower its guard. 

— DEREK DAVIES 
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By Richard Nations in Hongkong 


: d visit by Soviet Foreign Minister 
Andrei Gromyko to Pyongyang — 
now officially confirmed by Moscow — 
will not only signify the Soviet Union's 
desire to upgrade relations with its 
testy Far Eastern ally but may also 
presage the first military agreement 
between the two countries since the 
late 1960s. Although the date has not 
been officially announced, diplomats 
expect the visit by Gromyko, the un- 
disputed master of Soviet foreign po- 
licy, to take place in August. 
_ High on Gromyko's agenda, dip- 
lomats say, will be the two demands 
North Korean President Kim Il Sung 
pressed when he visited Moscow in 
May last year — Soviet MiG23s and 
| other modern arms to offset South 
— Korea's American-supplied F16s, and 
recognition of the president's son, Kim 
: Jong Il, as his legitimate heir to power. 





Moscow has long distrusted the elder 
1 Kim and disdained his determination 
k to establish the first communist 
| dynasty. But diplomats believe the 
| Gromyko visit — the first by a member 
of the Soviet politburo since October 
| 1980 — may foreshadow major conces- 
n sions to gain access to North Korean 
k bases as a counter-move against the 
growing military cooperation between 
Japan and the United States. 
j Moreover, news of the Gromyko visit 
comes at à time when Kim has given a 
strong pro-Soviet accent to his foreign 
Stance as a warning to Peking not to 
move too close to Seoul. South Korea's 
burgeoning (unofficial) trade with 
China is expected this year to exceed 
US$1 billion, surpassing the North's. 
But some analysts believe that Kim 
was particularly disenchanted when 
Chinese officials negotiated directly 
with South Korean diplomats in Hong- 
kong over the return of a mutinied 
‘Chinese naval vessel. 

Moreover, Kim was no doubt 
alarmed by the prospect of a Shanghai 
port call scheduled for three US navy 

—— Seventh Fleet warships — later post- 
poned (REVIEW, 30 May) — and the first 
'tour of Chinese military facilities last 
month by a senior Japanese defence of- 
ficial (deputy director of the Japan De- 
fence Agency [JDA] Haruo Natsume) 
which led to speculation over future 
Japanese naval visits to China. 

The first clear signal that Kim in- 
tended to warm up to Moscow came on 
22 April at a Pyongyang rally to mark 
| Lenin's 115th birthday. “We are grate- 
| ful to the Soviet comrades for the sin- 

cere help they gave to us, shedding 
blood and sweat in a time of need,” 
— North Korean politburo member and 
. ... Vice-President Pak Song Chol said in a 
- . speech read no doubt with keen atten- 





quee 


Kim tilts to Moscow 





: i8 . 
the mainstay air force 
Kim has long coveted — which landed 
on 8 May at Hwangju airforce base 
south of Pyongyang for a four-day 
“friendship visit.” The squadron —led 
by Alexandr Shekh, the vice-director 
of the air force operational department 
of the Far Eastern military district — 
was reported to have returned home on 
12 May, but there is speculation that 
some aircraft may have remained be- 
hind for demonstration and training 
purposes. Despite the ceremonial trap- 
pings, analysts say that the mission 
could be a signal that Moscow is pre- 
paring to lift its ceiling on arms sales to 
Pyongyang. 

The Soviet leaders cut off arms 
transfers to the unpredictable Kim in 
1973, not only for fear that he would 
drag them into an unwanted confron- 
tation with the US, but also to prevent 
their advanced military technology 
from finding its way to China. Peking’s 
lineup with the Soviet Far Easter»- 






tion in Moscow. “We respect the Soviet 
people as our liberator, helper and 
ally.” 

This is a remarkable act of contrition 
— omitted from Radio Pyongyang's 
domestic service — from a regime 
which Moscow has long and bitterly 
resented for refusing to acknowledge 
the Soviet Red Army's “decisive role" 
in "liberating" Korea from Japanese 
colonialism. North Korea carefully 
avoids any sense of obligation in the 
cool characterisation of its relations 
with Moscow as "a militant class bro- 
therhood." But relations with China, 
whose troops fought beside Kim in the 
Korean War, are portrayed more effu- 
sively as "bonds of solidarity sealed in 


















blood from generation to generation." 


The contrast has always rankled the 
Soviets, and since Gromyko could 





forces is deficient in the same weapo 





North Koreans greet Soviet pilots; Gromyko: upgrading relations. 





choose to be in Pyongyang on the 15 
August anniversary of the Japanese 
defeat, the question of Kim's "blood 
debt" to Moscow may prove as critical 
to the visit as did Japanese Emperor 
Hirohito's *apology" to visiting South 
Korean President Chun Doo Hwan last 
September. 


i: an equally revealing attempt to 


conciliate Moscow, Kim staged the | 


most elaborate celebration in Asia 
commemorating the 9 May 40th an- 
niversary of the victory of the “Soviet 
People's Great Fatherland War". On 8 
May Kim cabled his *warmest con- 
gratulations" to Soviet leader Mikhail 
Gorbachov and dispatched high-level 
party and military delegations to Mos- 
cow, Berlin and Prague, indirectly 
paying homage to the post-war 
Stalinist empire which Kim has long 
excoriated as “dominationism.” 
Moscow reciprocated by dispatching 
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guided missiles — as those which Kim 
has long sought from Moscow. 

But Moscow now appears to be reas- 
sessing its relations with North Korea 
as the importance of the Far East 
grows in its strategic calculations, and 
its armed forces seek greater flexibility 
as the Japanese military adds real 
weight to US defences in the northern 
Pacific. Last November Soviet Deputy 
Foreign Minister Mikhail Kapitsa dis- 
cussed the sale of MiG23s, T72 tanks, 
and an advanced combat helicopter 
with North Korean leaders during his 
15-day visit to Pyongyang, according 
to Vasily Matuzok, a translator at the 
Soviet Embassy in Pyongyang, who 
defected by crossing the border into 
South Korea during the Kapitsa visit 
(REVIEW, 17 Jan.). 

It is not clear what Moscow is de- 
manding in return, But not long after 
the Kapitsa visit Soviet TU16 Badger 
bombers were detected for the first 


a 


20 JUNE 1985 e FAR EASTERN ECONOMIC REVIEW 


— advanced fighters, surface-to-air - 
missiles, a heavy tank, and anti-tank 
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time by the JDA, according to a South 
Korean source, overflying North Ko- 
rean airspace on three occasions 
from mid-December to March accord- 
ing to one report — on a course allow- 
ing Soviet warplanes en route to Viet- 
nam to avoid the Tsushima Straits 
which is under strict radar surveil- 
lance from Japan. 

Western diplomats in Seoul believe 
that Moscow is also pressing for access 
to Nampo port on North Korea's west 
coast in the Yellow Sea to reduce the 
need for its warships to pass through 
the narrow straits governing the Sea of 
Japan where they are most vulnerable 
to detection and attack. 


he most convincing harbinger of a 
new deal with Moscow is Kim him- 
self. On 22 May Kim pinned his own pre- 
stige to an accord with Moscow by at- 
tending a banquet hosted by the Soviet 
Ambassador Nikolay Shubnikov — the 
first time, Japanese analysts say, that 
the father of the nation's rigid Juche 
self-reliance) orthodoxy has attended 
uch a Pyongyang embassy function 
In a world where symbolism is often 
presented as reality, Kim's Soviet Em- 
bassy visit is a remarkably solicitous 
gesture towards Moscow 


Moreover Kim's banquet speech | 


provided the first official confirmation 
that something concrete had come out 
of his May 1984 Moscow visit, thought 
at the time to have gone sour. Accord- 
ing to the Soviet newsagency Tass, 
Kim expressed his "profound satisfac- 
tion" over the "successful results" of 
his negotiations with the Soviet lead- 
érs. "We are grateful to the Soviet 
Union for the great many-sided aid it 
renders the Democratic People's Re- 
public of Korea." 

Washington is disturbed by Kim's 
new pro-Soviet tilt. “Soviet ties with 
North Korea have recently increased 











and there is a possibility of new Soviet 


military supplies to Pyongyang,” 
Undersecretary of State for Political 
Affairs Michael Armacost told the In- 
ternational Monetary Conference in 
Hongkong on 3 June. “The situation on 
the Korean peninsula remains compli- 
cated and dangerous” (page 46). 

But an arms-for-bases deal would 
oblige such a radical departure for 
both Moscow and Pyongyang that 
some observers do not rule out that 
these two opaque communist regimes 
have contrived an elaborate bluff. New 


Soviet arms for Pyongyang would | 


upset the delicate power balance in 
Northeast Asia, alarming Seoul, Tokyo 
and Peking and compromising Mos- 
cow's diplomatic efforts to undo the 
four-power entente drawing these 
capitals closer to one another and 
Washington. 

Perhaps to soften the anticipated 
backlash against arming Pyongyang, 
Soviet officials recently declared their 
intention to participate in interna- 
tional sports competition in South 
Korea later this year amid indications 
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that they probably will attend the 1988 


Seoul Olympics. At the same time, 
Soviet Vice-Premier Aleksey Antonov, 
during a mid-May visit to Japan, re- 
vived the idea of a Gromyko trip to 
Tokyo. 

Moreover, the Soviets must also en- 
dorse the Kim dynasty — a step which 
would tarnish Moscow’s image among 
European communists — before it can 
expect any real improvement in its 
basically tense and complicated rela- 
tions with Kim. 

To mark the 9 May celebration, Gor- 
bachov conveyed his “warm greetings” 
to Kim Jong Il; and Shekh brought the 
North Korean heir-apparent an un- 
specified “gift” from the Soviet De- 
fence Ministry. But the fact that the 
Soviet press mentioned neither Gor- 
bachov's greeting nor Shekh's gift, 
both of which were well played in the 
North Korean media, is a sign that 
Soviet support for the succession is 
still less than whole-hearted. Mos- 
cow's recognition of the younger Kim 
is expected to take the form of an offi- 
cial invitation — rumoured since the 
Kapitsa visit — to the Soviet capital, 
but this is a card Gromyko will proba- 
bly not wish to play too soon. 


A arms agreement with Moscow 
poses equal problems for Kim Il 
Sung. Soviet access to North Korean 
bases — if in fact Moscow is demanding 
it — would tarnish Kim's nationalist 
credentials and clash directly with Pe- 
king's vital interests. Chinese Com- 
munist Party General Secretary Hu 
Yaobang no doubt made these points 
forcefully when he met Kim at the 
North Korean border town of Sinuiju 
for two days of talks on 4-6 May — four 
days before the Soviet MiGs landed in 
Hwangju — in an apparently hurried 
visit which had all the hallmarks of 
crisis diplomacy. 

Peking believes that its own moder- 
nisation drive will not be secure until it 
takes root in North Korea and Hu has 
advised Kim over the past year to open 
to the West and adopt a policy of de- 
tente towards Seoul. 

Some observers believe that Kim has 
chosen this moment for an abrupt turn- 
around on the Red Cross talks to 
breathe new life in the long-stalled 
North-South talks, both to conciliate 
Peking and blunt the impact of a new 
Soviet-North Korean military accord 
on Seoul. 

But Kim may view China's recent 
setback in Cambodia, where the Viet- 
namese army defied Chinese "threats" 
of punishment with impunity, as a 
clear warning of how downgrading the 
military can quickly erode national in- 
fluence. An astute judge of the power 
balance, Kim may try to have it both 
ways: turning to Moscow for arms to 
enlarge his wedge between Peking and 
Seoul, while relying upon the Chinese 
to provide brokerage for economic 
links with Tokyo and diplomatic over- 
tures to Washington. o 
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South K orean women welcome US pilots: a more critical view. 








Where East meets West 
with a few reservations 


By Paul Ensor in Seoul 
The United States 8th 
Army headquarters at 
Yongsan in Seoul 
sprawls across some of 
the city's most expen- 
sive, land, enċlosing a 
golf course, schools, 
cinemas and restaur- 
ants. Walking through 
the residential district where senior 
US Embassy staff and army officers 
are housed in spacious American-style 
housing, surrounded by quiet, well 
tended lawns, is a striking contrast 
with the crowded confusion of the city 
which surrounds it. 

The contrasts between the living 
standards of US forces in South Korea, 


IN ASIA 





and neighbourhoods surrounding the | 


bases, teaming with street vendors, 
bars and prostitutes are accepted as 
necessary by most South Koreans, who 
live in constant fear of invasion from 
the North. The presence of US bases 
has never been a political issue as it has 
been in the Philippines. As one middle- 
aged Seoul housewife who avoids 
Itaewon, the bustling strip of night- 
clubs and shops near Yongsan, put it: 


| “If the Americans left, I'd be packing 


my bags to leave.” 

But while South Koreans remain 
fixed in their attitude that the Ameri- 
cans should not leave, as their country 
has changed, their attitudes towards 
the US military presence have also ad- 
justed. In the recent occupation of the 
US ‘Information Service office in 
Seoul, radical students called for the 
US. military to admit to their role in al- 
lowing the bloody repression by South 
Korean troops of the Kwangju upris- 
ing in 1980; unusually open criticism 
of the US military, but still far from a 
demand that they withdraw. 





The change in attitudes towards the 
US forces here reflects South Korea’s 
growing affluence, and broader con- 
tacts with the outside world. During 
the 1950s and 1960s the US military 
was the main conduit through which 
Western culture flowed into the coun- 
try, and also an important buttress to 
the national economy. Right after the 
Korean War, receipts from US military 
purchases made up around half of tatal 
foreign earnings. While the US mili- 
tary still has an important impact on 
the economy, injecting around US$1.2 
billion annually into the South Koréan 
economy, it is no longer essential, to 
survival. 

Greater contact with the outside 
world has given South Koreans, par- 
ticularly the better educated, a mo: 
critical view of US servicemen. In t! 
1950s they were regarded as uniformly 
wealthy and well-meaning, having 
come to the country to defend it from 
the North. Their relative wealth as- 
tonished and intrigued the population 
of what was then one of the world's 
poorest countries; one businessman 
who now invests in revivals of tradi- 
tional Korean crafts recalled his awe 
as a child in the 1950s, discovering a 
Coca-Cola bottle tossed over the wall 
of a US Army compound in his village. 
"I had never seen a thing of such 
beauty, and could not fathom how they 
could just throw it out." 


Tous days of uncritical acceptance 
are long past; asked whether she 
would like to marry an American sol- 
dier, one Itaewon bar girl was sceptical. 
“I have lots of friends who married and 
went off to America, thinking they 
would be rich," she said, "but they 
found that things re not so easy in the 
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Whatever the bar girl's reservations, 


the number of marriages between US 
servicemen and South Korean women 
is still a striking feature of the contact 
between the two cultures, running at a 
rate of around 2,000 marriages a year. 
While as many as 80% of these mar- 
riages fail, and a large number were 
never meant to work as such — being 
more business arrangements through 
„which South Korean women can enter 
the US, or become “PX wives" sel- 
ling goods from the base on the local 
black market — South Korean wives 
have become a significant element in 
base life back in the US, running 
restaurants, bars, massage  par- 
lours, and even building their own 
churches. 

One of the ironies of South Korean 
history is that in a strongly Confucian 
society where the military has never 
enjoyed much respect, the Korean War 

~-4d subsequent division of the country 
as produced a vast military establish- 
ment whose presence seems to per- 
meate almost every level of life in some 
way. Equally ironic is stationing of 
foreign troops on Korean soil, after 
centuries of self imposed isolation 
which led European travellers to call 
Korea "The Hermit Kingdom" in the 
19th century. These old attitudes re- 
main imbedded in the minds of many 
South Koreans, and help to explain 
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Despite the large numbers, it has 
been relatively easy for the Koreans to 
try to ignore the Americans' presence, 
since the various camps are dotted 
across the country, often in the coun- 
tryside, and even in the Seoul-Inchon 
area where there are 7,000 soldiers — 
the largest concentration — the sight 
of American Gls strolling through the 
streets of any district other than 
Itaewon is uncommon. 


quise is by far the largest of the 
"boomtowns" which live off GI 
money and cater to their rough and 
ready tastes, and it has become in- 
creasingly difficult to ignore. In the 
1950s and 1960s it was primarily a ser- 
vice-oriented neighbourhood, offering 
everything from knife-sharpeners to 
brothels, but now it has become a 
major shopping district. Shops selling 
furniture, tailored suits, leatherware, 
and running shoes aggressively ply 
their trade along "the Strip," and 
transactions are negotiated in English 
and prices quoted in US dollars. There 
is nothing charming about shopping in 
Itaewon, but it has become a very 
popular stop among foreign visitors to 
Seoul, and now is even attracting 
South Koreans because of the low 
prices. 

At night Itaewon bursts into activity 
of another sort, with nightclubs flash- 
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establishments. The growth of 


Itaewon's nightlife has been spurred - 
by the relaxation in 1982 of the mid- - 
night curfew which had been in effect 


since the end of the Korean War 


The increasing numbers of young 


South Koreans, particularly unaccom- 


panied girls, visiting the area is viewed | 


by the government with a great deal of 
apprehension. Whereas the necessity 
of “GI bars" and prostitutes in the 


neighbourhood has always been ac- 


cepted (as are Seoul's extensive exclu- 
sively South Korean "pleasure quar- 


ily negotiating prices and terms. In re- — 
cent years, Itaewon has also become a 
favourite among young South Ko- - 
reans, and the number of discos cater- | 
ing exclusively to local tastes easily | 
equals or outnumbers the Gl-oriented — 
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ters"), there is widespread concern, fre- 


quently raised in the press, that "nice - 
girls" are visiting the area and being. 


corrupted by contact with foreigners. 


that however far it may be from the 
image of South Korea they would like 
to project to the 


The authorities seem to have decided - 


outside world, - 


Itaewon is not going to go away, and | 


indeed, will continue to grow. The gov- — 


ernment tourist authorities are busy 
making plans to develop it as a tourist 
area, and are finally mentioning it in 
their literature for visitors. o 
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An ominous lull 


Although very little happened during the Sikhs’ 
“Genocide Week,’ the country remains nervous of revenge 


By Mohan Ram in New Delhi 

he “Genocide Week” declared by 

Sikh leaders to mark the first an- 
niversary of the Indian Army’s attack 
on the Golden Temple in Amritsar 
passed without any outbreak of vio- 
lence, but has left the country nerv- 
ously waiting for some sort of storm to 
break. 

The week itself ended on an ominous 
note as a convention called by ex- 
tremist Sikh leaders eulogised the as- 
Sassins of Prime Minister Indira Gan- 
dhi for “raising the Sikh prestige 
high.” The 84-year-old Baba Joginder 
Singh, father of Sant Jarnail Singh 
Bhindranwale — the extremist leader 
slain in the army attack — who has in- 
herited his son’s mantle, called upon 
Sikhs to arm themselves to defend the 
faith. 

A year ago, it was tempting to be- 
lieve that with the army’s Operation 
Blue Star, Punjab's agony was near- 
ing its end. The command centre of 
terrorism, believed to be located in 
the Golden Temple, had been cleaned 
up. 

With Bhindranwale dead, it was be- 
lieved that political extremism had 
been wiped out and that the moderate 
leadership, which did not join the 
temple defence and virtually court- 
ed arrest, could negotiate with New 
Delhi because it was no longer inhi- 
bited by the extremist charge of capi- 
tulation. 

But soon India had to pay a heavy 
price for the army action. Mrs Gandhi 
was assassinated on 31 October, and in 
that the Sikhs saw partial revenge for 
the Golden Temple attack. The Hindu 





backlash to the assassination took the 
form of pogroms against the Sikhs in 
New Delhi and in northern Indian 
states, adding to the Sikh feeling of 
alienation. 

In the political vacuum caused 
by the elimination of the extremist 
leadership and loss of credibility 
of the moderate leadership hiber- 
nating in protective custody, the 
terrorists found new emotive re- 
cruits. 


o the militant Sikhs, it is not only 

Operation Blue Star which was to 
be avenged, but the post-assassination 
riots, which many believe were insti- 
gated by Rajiv Gandhi. Gandhi, who 
succeeded his mother and won the na- 
tional elections last December to 
legitimise his position, made a few 
concessions to the Sikhs earlier this 
year. 

He released the moderate leaders 
from prison and belatedly conceded 
the Sikh demand for an inquiry into 
the anti-Sikh riots. Helifted theban on 
the extremist All-India Sikh Students’ 
Federation (AISSF). But Sant Har- 
chand Singh Longowal, the president 
of the moderate Sikh Akali Dal party, 


and others found to their dismay that | 
the mood among their people was one | 


of militancy, and felt it prudent not to 
condemn Mrs Gandhi's assassination 
and to extol Bhindranwale’s martyr- 
dom. 

The extremists then pulled off a 
coup, putting up  Bhindranwale's 
father as their front-man. Joginder 
Singh announced dissolution of the 











two Akali factions — the major faction 
headed by Longowal and the smaller 
one led by Jagdev Singh Talwandi — ^ 
with himself as the head of the "Unit 
ed" Akali Dal. The emergence of a new 
extremist Sikh leadership broadens 
the political base of terrorism, with the 
AISSF working in tandem with the ex- 
tremist leadership headed by Joginder 
Singh. 

New Delhi's declared policy has 
been to try to isolate the extremists and 
seek a solution with the moderates. But 
for the past three years, it has tried to 
play one section off against the other, 
and with every round the extremists 
seem to have gained ground. 

Gandhi has reiterated this policy 
and is waiting for Longowal to emerge 
on top in the struggle for leadership, 
but even that would hardly guarantee 
the end of terrorism. In the past, the 
extremists have invariably scuttled 
any negotiated settlement by engineer- 
ing new terrorism to sour the atmo- 
sphere. 

There is a sense of urgency to th 
Punjab problem because a constitu 
tional breakdown has to be averted. 
The life of the state legislature, sus- 
pended in October 1983, runs out on 26 
June. New Delhi's direct rule of the 
state has been extended for a second 
year, until 5 October. However, unless 
the constitution is amended, Punjab 
will have to elect a new legislature by 
then 

Restoring the political processes 
should in theory help a negotiated set- 
tlement, but will the terrorists and 
their extremist patrons permit orderly 
elections? 

Although New Delhi's strategy relies 
heavily on Longowal's ability to over- 
come the extremists, no political solu- 
tion is in sight. A constitutional break- 
down could be averted by an ad hoc 
amendment to the constitution — as 
was done last year — but that would be 
an admission of political failure, and 
terrorism would continue to hold India 
to ransom. Oo 
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Cutty Sark Scotch Whisky b. aq 


Distilled, blended and bottled in Scotland 





WHEN DUNHILL DESIGN A WATCH, TIME I 


At Dunhill the design of a product doesn’t stop at the drawing board. 
Every item that bears the Dunhill name is produced from the finest materials and brought 
to life by the finest craftsmen. 





ALFRED DUNHILL’S PHILOSOPHY: 


IT MUST BE USEFUL. IT MUST WORK DEPENDABLY. IT MUST BE BEAUTIFUL. 
IT MUST LAST. IT MUST BE THE BEST OF ITS KIND. 


.HE LEAST IMPORTANT CONSIDERATION 
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The Dunhill Millennium. It took years to produce the first Millennium. Today, each 





watch is crafted in 135 separate stages. The face itself is meticulously enamelled over a number 
of days, and then hand worked before the numerals are added. A time consuming process, admittedly, 
but one that Dunhill, and their Swiss craftsmen, will continue to adhere to. 





A tie that’s hand tailored. Woven from the finest Chinese silk in Northern Italy, each tie ts 
tailored from 3 separate cuts. Folded by hand, it's then slip stitched so it will regain its shape when unted 
A detail that undoubtedly gives a Dunhill tie its longevity. 








A frame even opticians can’t improve. Engineered with a unique flexible bridge, Dunhill 
sunglasses are designed to ‘wrap around the face. A spring hinge in the side of the frame will also 
stop them slipping forward. It took 4 years to achieve the perfect fit. Proof, 
that at Dunhill, perfection takes time. 
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1erican Express Bank. 


If you are one of the world’s few who have reached the top 
(or soon will), you should consider our private banking 
service. Exceptional in many ways, it combines the global 
experience, resources and security of American Express Bank 
with personal financial service that is second to none. 


s a valued client, you bene- American Express family of compa- 
fit from a broad spectrum of nies, offering you many additional 
banking services, tailored to your ways to protect and increase your 
specific needs. These include assets. 
accounts in major currencies, asset For over 65 years, American 
management, long- and short-term Express Bank has meant exceptional 
investments, trust and custody services. service in meeting the financial 
All are provided with American needs of clients around the world 
Express Bank's traditional commit- Today, these services also include 
ment to excellence. American Express Bank Gold Card 
Your personal Account Officer privileges, and our exclusive, round- 


will make certain that your affairs are the-clock Premier Services, for the 
handled swiftly, accurately and with personal and business travel needs 
the utmost discretion. He can pro- of certain clients. 
pose a variety of ways to profit from American Express Bank : the finest 
growth situations throughout the in personal financial service, by one of 
world, always with due concern for — the world's largest banking networks. 
the protection of your assets. For complete information on how 
Our private banking clients American Express Bank can help you 
enjoy still another key advantage : reach your personal goals, visit or tele 
access to the worldwide investment phone us today. 
opportunities available through the 


American Express Bank 


World headquarters of American Express 
International Banking Corporation will soon move to 
. its new home in the 51-story American Express Tower, 
now nearing completion in New York City. 
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if it doesn’t say Canon, 
it’s just another copier. 
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And Canon’s NP 150 and NP 155 deliver 
just that, with Automatic Exposure 
at 15 copies per minute. 


The NP 155 has an additional 
zoom for accurate enlarge- 
ment and reduction. 


Canon. It's the name 
you can count on 
for quality and 
efficiency. 


Cut off the name Canon and you're 
taking a chance. The chance that your 
copier won't deliver consistent high 
quality copies and cost performance 
Copy after copy. 


Quality control and research and 
development mean more than ever 
before in today's productivity 
conscious world. 
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Komatsu has the right pieces of equipment 
to solve your construction problem 


If you have a construction problem, we have an all-Komatsu solution. 
That means we produce a full line and a wide range of machines to perfectly match 
job requirements — from bulldozers, motor graders and motor scrapers, to dump trucks, 
wheel loaders and hydraulic excavators. It also means we'll back up all Komatsu machines 
with our reliable worldwide network of service and sales. Keeping the customer fully 
satisfied is — and always will be — the primary concern at every level of our management.. 
Feedback from users and imaginative research and development based on 
our Total Quality Control system result in a full line of machines noteworthy for their 
excellent fuel economy, outstanding operator comfort and exceptional reliability. 
The all-Komatsu solution. Make it a part of your construction picture. 
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TELL US HOW YOU LIKE YOUR EGGS 
AND WE'LL GET CRACKING. 
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@ ELSEWHERE in this edition I 
comment on the extraordinarily chil- 
dish game of one-upmanship played 
at Panmunjom and across Korea’s 
demilitarised zone (DMZ) separating 
North and South Korea (on the “my- 
. flag-is-bigger-and-taller-than-your- 
` flag-so-sucks-and-boo-to-you-too” 
level). But when the North Korean 
Red Cross delegation, accompanied 
by 50 “journalists” — the first such 
visit for 12 years — arrived in Seoul 
recently, some relief greeted their 
new sophistication. Apparently con- 
scious of past sneers by their south- 
ern counterparts about their appear- 
ance, they all wore neat Western 
business suits, subdued ties and 
: brand-new leather shoes. Laundry 
workers at the Sheraton Hotel re- 
„ported that “the labels on their suits 
indicated they were made in Japan 
and purchased from the foreigners’ 
commissary in Pyongyang.” 
^^. Their sophistication was not li- 
mited to their apparel. Visiting the 
Samsung Electronic plant at Suwon, 
south of Seoul, where the latest 256- 
K Dram chips and colour TV sets are 
made, they were obviously impress- 
ed. by the row after row of young girls 
assembling TV sets, many originally 
from North Korea themselves. One 
.later commented to the REVIEW 
.| bureau chief Shim Jae Hoon: “It 
showed how industrious all Koreans 
are. If only our country were 
> reunified, I am convinced we would 
"be well ahead of Hongkong, Taiwan 
or Japan. It shows you fellows have 
` done a lot of construction here." This 
was rather different in tone from the 
North's stock charges that South 
Korea is an American colony full of 
exploited paupers. 
è PYONGYANG'S reporters remain 
good communists. While visiting the 
Samsung plant, they pointed their 
.1lapan-made tape-recorders at the 
girl workers, asking for details of 
their wages, fringe and medical bene- 
fits and so on. One factory girl re- 
plied: *I earn about Won 220,000 a 
month" (about US$260). "Is that 
enough for your needs?" the eager 
North Korean asked, obviously taken 
aback when the girl answered: "Yes, 
since the company provides food, I 
save all my salary for my wedding." 
€. THE hotel stocked the refrigerator 
in each room with a variety of soft 
drinks and local beers — but the 
North Koreans had brought their 
own drinks and not one touched the 
southern capitalist treats — though 
in the restaurants they ate hugely of 
. Such southern fare as bulgogi (mari- 
nated barbequed beef) and kalbi 
(grilled ribs), plus the northern dish, 
naengmyon cold noodles. They did, 
however, succumb to one southern 
beverage — the Majuang wines. 


























This Traveller can personally attest: 
to the excellence “these grape 
wines, produced with technology 
from West German makers of hocks 
and rieslings. The whites are good 





and the reds passable — and both are | 
| perfume interior in you car." 


better than either of the grape wines 
produced in recent years by Japan or 
China. 

€ AS Shim reported last week, 
the North Koreans propose to be- 
gin the process of enabling sepa- 
rated families to contact each other 
by arranging for cultural exchanges, 
kicking off with a “Folk Arts Troupe” 
from Pyongyang. But culture from 
the North is a narrow concept, closely 
supervised by President Kim H 
Sung’s anointed heir, “Respected 
Leader, Dear Comrade, Kim Jong Il." 
When the delegation went to a night 
show, they watched a traditional folk 
dance with interest — but when that 
item was followed by leggy, mini- 
skirted chorus girls, the North Ko- 
reans all walked out. 

Pyongyang is still strenuously ob- 
jecting to the 1988 Olympic Games 
due to be held in Seoul. Their hosts 
were determined they would view the 
newly completed Olympic Stadium. 
When the northerners refused to visit 
it, their hosts deliberately arranged 


that every time they left or returned | 
to the hotel, their route ran round the. 


stadium. After passing it a couple of 
times and finally realising what it 
was, the northerners studiously 
looked the other way. 

€ ASI mention in this week's cover 
story, 1985 has marked many mili- 
tary anniversaries, not least the 35th 
one of the day North Korea attacked 
the South. Last year marked the 40th 
anniversary of D-Day, when allied 
troops landed on  Nazi-occupied 
France. A tablet of soap purchased by 
Scott Seligman in Seoul thus boasts a 
brand name guaranteed to stop bac- 
teria dead in their tracks: 








Presumably this soap would be 
useful to clean up students, to judge by 
a report in Saudi Arabia's Arab News: 












In Seoul, about 500 students at Sung- 
kyunkwan University tried to charge off 
campus after a symposium on Korean- 
Japanese relations. 

An equal force of police answered with 
tear gas and night stinks. . 


e KOREANS seemed to be some- 
what exercised by odours, hardly 
surprising in a country in which the 

















nose is alternately as 
teargas ín the streets and by t 
sults of eating kimchi. Doubtiess 
with this in mind, the Phenix Chemi- 
cal Company has produced a “Fons 
taine de Parfum Excellent — the 
The 
scent comes in three different rk. 
mask" (folk mask) "gress bottles" 
(glass bottles) and the following. 
claims are made: 

"It removes odour in a car by emit- 
ting sweet fragrance and makes the 
driver or passenger feel fresh. Packed 
in a good shape bottle, it can be ha 
ed on, thresholds, living rooms off 
and cabins etc it matches very 
with all kinds of environment. The 
top can be used open and shut by 
turning the top. It is canvenient to ad- 
just the operation. Any vibration of 
running car or the change of temper- 
ture and ventilation doesn’t give 
worse effect. It emits sweet scent and 
operate well. It lasts more than 2 or 3 
months, even if the period can be sf- 
ternated by the top operation.” 

How to use: "Turn the top.of a cap. 
to the left and you can see the inside 
cap going up to open your perfume, 
you-can adjust the quantity of smel: 
by moviey the inside cap up and 
down." Attention: “Avoid tire. Avoid. 
direct Sunshine of possible. The bot 
tle must be kept stand not be de- 
clined. Keep from the hand of child- 
ren. When the contents is recuced to 
be Tml. (About 5%), the scent becom 
weak. Better replace with a new on 
e THERE'S no more appeti 
aroma than that of freshly bak 
bread. And the sign in the window of 
a new shop in Seoul, photographed 
by Robin Ellis, belonged to a baker -- 
not, as the passer-by might think, a 
butcher. 
























































































€ THESE columns have featured 
curiously named Japanese drinks 
from Pocari Sweat to Calpis. The Ko- 
reans have góne one better. Art Tan- 
ity, a visitor to Seoul, bought a carton 
of pineapple Me ; 
NS 



































































By Nayan Chanda in Washington 


he defence posture of the United 
States in Asia today is stronger 
than at any time since the end of the 
Vietnam War but, ironically, new prob- 
lems are emerging that could compli- 
cate the projection of US power. 

The potential threat to the US bases 
in the Philippines from the unstable 
olitical situation and the challenge to 
inzus from New Zealand’s anti-nu- 


ver in ‘Northeast Asia and Vietnam. 
he six carrier battle groups of the 


nited States Defence Secretary 
9 Caspar Weinberger has played a 
key role in pushing Japan towards 
greater defence burden-sharing. His 
trip to China in 1983 also marked the 
beginning of a new phase of military 
collaboration with China. While Japan 
has gone some way in building 
stronger defence forces, US-China 
military cooperation seems to be lag- 
ging behind US expectation. 

- In an exclusive interview granted to 
the REVIEW's Washington bureau chief 
ayan Chanda, Weinberger called the 
relationship with China "very good, 
improving [and] developing," but his 
arks on China were low-key and 
cautious. 

sked if the US could count on 
China in facing the Soviets in the 
Pacific, Weinberger avoided a direct 
reply and said that China would have 
to answer that. Reflecting the caution 
that has replaced.earlier American ex- 
pectation of quick arms'deals with 
China, he said: "We hope to be able to 
provide them with some. good defen- 
sive weapons system. if they should 
want them.” 

Unlike other Us officials who have 
played down the significarice of the re- 
cent indefinite postponement of a US 
ort call on China as merely ceremo- 
al, Weinberger said that the call "is 
important and a great many recognise 


The United States has never been stronger 
in Asia, but faces political inhibitions 











US Seventh Fleet have been considera- 
bly strengthened. They now havea new 
nuclear-powered aircraft carrier, the 
Carl Vinson, nuclear-powered Los 
Angeles class submarines, Perry class 
frigates, nuclear-capable Spruance 
class destroyers and a new battleship, 
New Jersey. Four Ohio class ballistic- 
missile-equipped' submarines have 
been added to the Pacific-based 


| strategic deterrent forces. 


The US airpower in the Pacific has 
increased from 240 to 300 combat air- 
craft and will be increased even 
further when deployment of two addi- 
tional squadrons of F16s is completed 
this summer. Compared to only 20% of 
modern aircraft in the Pacific region in 


INTERVIEW/CASPAR WEINBERGER 


View from the Pentagon 


he defence secretary believes ship visits and” 
Soviet bases are important to US and China ~ 


that it is important." Although he did 
not explain why the port visit was im- 
portant he said: "I hope and believe 
that it [Chinese insistence on assur- 
ance about nuclear weapons] is not a 
final decision." 

Asked whether in the light of what 
has been seen as the virtual end to the 
Anzus alliance because of the New 
Zealand ban on US nuclear ship visits, 
the US would negotiate a bilateral 
agreement with Australia, Weinberger 
said that he did not consider the al- 
liance terminated. Implying that 
Washington would not take no for an 
answer, he said “that alliance is very 
necessary for the well-being of Austra- 
lia and New Zealand as well as our- 
selves.* 

Excerpts from hë interview: 


Can you count on Chinese cooperation 
in facing the Soviets in the Pacific? 
Well, the Chinese would have to ans- 
wer that question themselves. We have 
a very good, improving and developing 
relationship with the People’s Repub- 
lic of China, including particularly 
military-to-military discussions with 
them. We hope to be able to provide 
them with some good defensive 
weapons system if they should want 
them. We believe that they are very 
well aware that the principal, major 
and indeed only threat to their security 








mand. : 
However, the American self-confi- 

dence growing out of its enhanced 

power in the Pacific is now shadowed 

by doubts. Developments in the Philip- 

pines and New Zealand ànd China's 

attempt at detente with Moscow all 

seem to have put a question mark over 

the "six pillars" of US policy in East 

Asia as defined by the Defence Secret- 

ary Caspar Weinberger. The six are: 

» US determination to remain a 

Pacific power. 

» The US security relationship with 

Japan. 

» The US commitment to the stability 

of Korean peninsula. 

» US efforts to build an enduring re- 

lationship with China. 

» USsupport for the political and eco- 

nomic vitality of Asean and the self- 

defence efforts of its members. 

» The Anzus alliance with Austral 

and New Zealand. 

A key component óf Washington's: 





comes from the Soviet Union. And I 
think that while they will undoubtedly 

have some conversations on a number 

of topics, the Chinese will not relax, 
their vigilance against the Soviets and 

I think they are well aware of the 

enormous number of Soviet forces that. 
are gathered along their border. 


What does the recent Chinese inability 
to receive US ships signify in terms er 
US-Chinese cooperation? 

I hope and believe that it is not a 
final decision. I think that it is impor- 
tant and a great many people recognise 
that it is important for us to have port. 
visits in China as well in other coun- 
tries. I think there is a general recogni- 
tion of the fact that we cannot, should 
not, change our basic policy of neither. 
confirming nor denying the presence 
nuclear weapons on the ships. There rs» 
nothing the Soviets would like to know 
more than which ships have nuclear 
weapons. We simply: cannot give them 
that comfort. 


Aecording to some specialists, while 
the facility at Cam Ranh Bay gives the 
Soviets important peace-time advan- 
tage the base is too isolated and too ill- 
equipped to pose any serious threat to 
the US in times of hostility. Would you 
agree with that assessment? 

No, I think that Cam Ranh Bay adds 
very greatly to the Soviet offensive 
military capability, in particular, of 
course, their naval capability . . . I 
think in every sense it is an increased 
danger to the region that warrants and 
requires àn increased response. 





Chinese elder statesman Deng Xiao- 
ping recently said after removing the 





determination to remain a Pacific 
power is the base facilities it enjoys in 
the Philippines. While the steadily 
growing communist insurgency in the 
Philippines has not yet posed any 
threat to the bases, there is concern 
about their future. 

The administration of President 
Ronald Reagan and its congressional 
critics are divided over the method as 
to how to protect the bases in the event 
of emergence of a leftist government in 
the Philippines. The administration 
argues that providing military aid, 
which in any case it is obligated to 
provide as part of the bases agree- 
ment, will give impetus to necessary 
military reform and help curb insur- 
gency. 


dministration sources believe that a 
solution to the dilemma of helping 

a notoriously corrupt and abuse-prone 
army and thus antagonising the people 
may have been found by the emergence 
of a reform movement among younger 
"icers. By providing aid, they argue, 
US would not only strengthen the 
army against the insurgents but also 


present obstacles in Sino-Soviet rela- 
tions the Soviets could “still retain the 
bases provided by Vietnam.” How do 
you react to that? 

Well, they have their bases and we 
assume they are going to keep them. [It 
is] not a question whether they will be 
allowed to. 


But this new Chinese position that they 
do not really seem to mind the Soviet 
presence in Cam Ranh Bay ... 

The Chinese do mind the Soviets in 
Cam Ranh Bay but, I think, they recog- 
nise that it is an unfortunate political 
fact that the Soviets are there. What 
they have to do is to plan counter-mea- 
sures, defensive deterrent strength to 








I don't think that the Anzus alliance 


ened very much by the action of Prime 
Minister [David] Lange and his gov- 
ernment 
ity of an alliance between the US, Aus- 
tralia and New Zealand has not 
changed at all . That alliance can 
never be destroyed by one man's act 
But it can be weakened and that's what 
has happened 





reduce the danger that unquestionably | 


ie there at Cam Ranh Bay 


--~atld you comment on the reports 


that the Soviet Union has agreed to | 


provide MiG23 aircraft and T-72 tanks 
to North Korea and have been training 
North Korean troops? What is the 
scope of Soviet support? 

Well, the Soviet support, I think, 
clearly has increased to North Korea 
and I think the Chinese are justifiably 
worried about it, the South Koreans 
are worried about it . There is no 
doubt that North Korea has been in- 


creasing their military strength and | 


doing it by anumber of increasing re- 
lationships and purchases from the 
Soviet Union 


In view of the fact that New Zealand's 
refusal to allow access to nuclear ships 


has put a virtual end to the Anzus al- | 


liance, would you consider renegotiat- 
ing with Australia a bilateral arrange- 
ment? 


the treaty? 

We have a continuing close relation 
with Australia. We would like to re- 
gain the relationship we had with New 
Zealand. We can't do it if they are 
going to insist on our violating a policy 
that has been in effect practically since 
the end of World War II. We think they 
weaken themselves by insisting on this 
basically very irrelevant and unneces- 
sary point 


Has Japanese Prime Minister Yusuhiro 
Nakasone lived up to his commitment 
to stronger defence? 

Yes, I think so. He is trying to get 
even stronger defencé capabilities 
both in his budget and in the training 
and acquisition of weapons and all the 
rest. As is the case with all other demo- 
cratic countries in the world, military 
spending is not very popular. So he has 
to move, I think, somewhat more 
| slowly than he himself would like. But 





Weinberger: urging greater defence burden-sharing. 
has been terminated. It has been weak- 


But the need and desirabil- | 


In that context would you renegotiate | 


| sistance now it may not encourage 
them to reform in the army. 

I think there is a strong recognitior 

of the need for reform of the military 





I think that he has 
coming and has been perhaps st gel 


been most I n 


in recognising the need for increased 
Japanese military Or defensive 
strength than any of his predecessors 


How do you react to the House Foreign 
Affairs Committee proposal to slash 
the military aid to the Philippines? 
That would be a very unwise m 
fortunate thing to do. That 


improve the security of the Philippine 
or our own relationship wit! th« 
Philippines. Quite the contra: H 
would be a verv unwise decision. Th« 
way to help the Philippine peopl t 


give more o1 the assistance of th« ind 
we requested of the I 
holding that adds to their economi 
problem and | 
tarily 





weakens 


But the point the congressmen are 


making is that if you give military as- 


and some of them are being carrie | 
But again, we have to ask whether our 
desire to improve conditions in one 
area is going to weaken the whok 
country to the extent that 
military becomes quite an 


reform in th« 
rrelevant 
issue. The basic question is: will th« 
Philippines survive? That's the impor- 


tant thing 
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T signal support for the reform efforts. 


However, this policy of providing in- 
creased military aid coupled with dis- 
creet pressure for reform has been 
challenged by the House Foreign Af- 
fairs Committee (REVIEW, 13 June). It 
has slashed the administration's re- 
quest of US$100 million in military aid 
to US$25 million arguing that econo- 
mic aid was more necessary to defeat 
insurgency than military aid. 

Uncertainty in the Philippines may 
also have introduced a new element of 
caution in China's approach to the re- 
gion. Sources said that Chinese offi- 
cials questioned Gen. John Vessey, 
chief of the US General Staff, and 
Adm. William Crowe, commander in 
chief of US Pacific command, about 
the Philippines during their visit to 
China in January. Some analysts be- 
lieve that Chinese concern about a pos- 
sible weakening of the US position in 
the Philippines has led Peking to adopt 
a more accommodating posture to- 
wards the Soviet Union 

China's senior statesman Deng 
Xiaoping's recent statement that Mos- 
cow could retain its bases in Vietnam 
(Review, 30 May), in reference to steps 
towards a solution to the Cambodia 
problem, is seen as a case in point, 
though Weinberger, in an interview, 
seemed not to attach any importance to 
that statement 

The US attempts to develop a mili- 
tary relationship with China and to 
help modernise its armed forces is 
based on a recognition of the impor- 
tance of pressure it would put on the 
Soviet Union. But aside from actual 
modernisation of the Chinese army, 
symbolic acts of cooperation — such as 
naval courtesy calls — are viewed by 
Washington as important signals to 
Moscow. Now there is concern in some 
quarters that in its attempt to lower 
tension with Moscow, China may cut 
out symbolism and thus deprive Wash- 
ington of political advantages. 

Sources say that many in the defence 
establishment favouring close coopera- 
tion with China have been irritated by 
the suspicion and bureaucratic red tape 
that have dogged attempts to build 
ties. One example is that the Chinese 
refused to tell the Americans the depth 
of Shanghai harbour till the very last 
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Philippines insurgents: Reagan: concern for the bases. 








moment when details of the proposed 
— now postponed — port call by US 
ships were being finalised. Chinese 
concern about their independence and 
self-reliance as well as differences 
within Chinese bureaucracy are said to 
have been the main reasons for delay in 
concluding military deals, despite ap- 
provals for sale by Washington 


Ithough China has been eligible for 
commercial sale of military equip- 
ment since 1981 and for a range of 
sophisticated dual-use technology 
since 1982 and though in 1984 alone 
five Chinese military delegations were 
hosted by the US Defence Department, 
the US has yet to conclude any impor- 
tant military sale. While few question 
China's deep-rooted opposition to the 
Soviets or fear a return to the Sino- 
Soviet alliance of the 1950s, there is 
apprehension that Peking may be mov- 
ing to the swing position in the 
strategic triangle rather than remain a 
discreet partner in the anti-Soviet co- 
alition 
In the light of the Soviet military 
build-up in the region, the US loss of 
bases in the Philippines would mean a 
dramatic reversal of the power balance 
in the Pacific and Indian Ocean area. 
But despite Weinberger's statement to 
the contrary, a senior administration 
official in private plays down the mili- 
tary threat posed by any Soviet mili- 
tary build-up at Cam Ranh Bay. 
"Militarily, it is an annoyance," he 
says, “but politically it sends a power- 
ful political message that the Soviet 
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Union intends to stay. And it's message 
we take very seriously." An increasing 
realisation that a cornered Vietnam, 
totally dependent on Moscow, cannot 
help the US attempt at curbing grow- 
ing Soviet power, seems to be one fac- 
tor in the low-key US posture on In- 
dochina 

Nowhere is this US caution bet 
noticed than in the administratic 
reaction to the growing congressional 
clamour for direct military assistance 
to the non-communist resistance in 
Cambodia. In response to a recently 
adopted House Foreign Affairs Com- 
mittee amendment to provide US$5 
million to the non-communist resist- 
ance in Cambodia, the administration 
said that while "a visible support for 
the non-communists [resistance] is im- 
portant now," overt military assist- 
ance is neither needed nor politically 
desirable. The administration would 
rather use the money to educate and 
train Cambodians with a view to the 
future rebuilding of the nation. 

While the Reagan administration is 
philosophically inclined to give direct 
support to anti-communist insurgency, 
it would nonetheless act on a strictly 
case-by-case basis. Outlining the ad- 
ministration's position on the subject, 
Assistant Secretary of Defe 
Richard Armitage recently told a 
nate subcommittee that while the aa- 
ministration would help “the enemy of 
our enemy," the method of the support 
would have to be carefully considered 
as well as factorssuch as “the direction 
the country is moving and the regional 
dynamics which are involved." 

Analysts believe that one of the un- 
spoken reasons for the administra- 
tion's reluctance to give overt military 
aid to the Cambodian resistance is to 
encourage Vietnam in taking steps in 
resolving the American missing in ac- 
tion (MIA) issue and to open up to the 
West. As one observer puts it: "The US 
wil always be behind Asean over 
Cambodia but in its heart of hearts it is 
more concerned with the growing 
Soviet power in Vietnam than the fate 
of Cambodia." 

The US does possess a big stick in the 
Pacific but it now needs more diplo- 
macy than firepawer to retain that 
military superiority. oO 
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As you can see, 

Prima Business Class is 
anything but ‘typical’. 
In fact, it invites 
comparison with other 
airlines’ First Class — 
-especially in terms of its 


“location. Right up at the front of our Boeing | 
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Philip Deer, our Asian customers better 
General Manager, than any other bank can? 
Westpac Asian Division. "Surely, it was no 


coincidence that Asian 
Finance magazine recently 
voted Westpac Managing 
Director, Bob White, as 
BANKER OF THE 
YEAR... It shows we 
mean business!” 


In fact, the Asian region is 
already the world’s fastest 
growing commercial sector. 

But like anywhere in the 
world, for business to keep 
thriving here, a strong banking 
connection is vital. 


No other bank 
Westpac is the bank for you. serves your 
Westpac is Australia’s largest business better 
bank with offices in all the key than Westpac 
financial centres of Asia. which is why we 
According to Philip should be talking 
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potential here and are : 

dedicated to serving Australias world bank. 
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AFGHANISTAN 


Breaking the siege 


Soviets drive out guerillas from Barikot, but experts 
say they could soon become ‘sitting ducks’ 


By Husain Haqqani in Islamabad 


fter three weeks of heavy fighting, 
Soviet forces in Afghanistan have 
succeeded in breaking the 11-month- 
old siege of the garrison town of 
Barikot in the Kunar valley, which 
runs parallel to the Pakistan border 
northwest of Peshawar. The Soviets 
began their offensive in Kunar — the 
largest since last year's offensive 
against anti-communist mujahideen 
guerillas in the strategic Panjsher Val- 
ley — three weeks ago and mobilised 
8,000 troops backed by heavy armour 
and air support. Thousands of soldiers 
om the army of the Soviet-installed 
gime of Babrak Karmal were also in- 
volved in the operation, mounted by 
the Soviets after Afghan communists 
failed in repeated attempts to relieve 
the besieged garrison. 

Mujahideen leaders, while admit- 
ting Soviet successes in Kunar, pointed 
out that the Soviets had invested a lot 
of mén and material in the offensive 
though the valley was difficult to hold 
in the long term. Mujahideen continue 
to operate in the heights around the 
valley and Barikot is only 1 km from 
the Pakistan border, enabling the re- 
sistance to shoot at the Soviets from 
mountains inside Pakistan. 

The Soviet move in Kunar appears to 
be linked with the Soviet objective of 
sealing the Afghan border with Pakis- 
tan. According to Western diplomats, 
the Soviets intend to replace the 300 
Afghans and a few dozen Soviet advis- 
ers at Barikot with a brigade-strength 
' ase of 3,000 men. They have also es- 

blished five military posts in the val- 
ley with 100 men each to ward off re- 
sistance infiltrators and paved the dif- 
ficult 40 km stretch from the town of 
Asmar to Barikot, connecting the gar- 
rison with roads already in existence. 
Heliborne commandos are being de- 
ployed to flush out the mujahideen 
from mountaintops and paths around 
the valley and anti-personnel mines 
have been dropped from the air to se- 
cure the large Soviet presence in the 
area. 

But experts maintain that the 
Soviets would be "sitting ducks" in 
Kunar and it would be extremely dif- 
ficult as well as expensive perma- 
nently to control the valley. Several 
even question the wisdom of the Soviet 
move, arguing that they will gain no- 
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The Soviets seem to have adopted 
the easy way and demonstrated their 
will to seal crossing points by moving 
into a valley where initial occupation 
was less difficult. Mujahideen gueril- 
las put up a strong resistance despite 
difficulties created by constant aerial 
bombardment and the involvement of 
heavy armour. The Soviets are said to 
have used as many as 80 helicopters 




























along the newly paved Asmar-Barikot 
road, 

Soviet aerial bombing generated so 
much smoke and dust that on one occa- 
sion, the Soviets killed their own men 
by mistake due to bad visibility, Ear- 
lier, the Soviet forces had been bogged 
down at Neshagam, 25 km south of 
Barikot, due to mujahideen resistance 
and bad terrain. The Soviets dropped 
paratroopers around the area to clear 
machine-gun nests before being able to 
move on. 

Although -no casualty figures are 
available for the whole offensive, they 
are believed to be fairly high on the 
Soviet side. Sources said 54 Soviets 
and 73 Afghan communist commandos 
were killed and 30 members of the Af- 
ghan special force captured during the 
final push to Barikot alone. The ad- 
vancing Soviet column inflicted heavy 
damage on the countryside and its civi- 
lian population. Trees on the steep 
mountainside were burned and vil- 
lages decimated, causing an influx of 
another 10,000 Afghan refugees into 
Pakistan. 

According to mujahideen sources, 
they will continue to attack the Soviet 
forces in Kunar and “once the fervour 

of initial success has 

worn out, the Soviets 
will discover their 
difficulties." The 

Soviets, they say, will 

need inter-connected 

military posts all over 
the valley to be able to 
prevent mujahideen 
activity and one ex- 

pert thinks it means a 

post every kilometre 

or so — a difficult 

target even for the 
Soviets. The resistance 
will continue to use its 
crossing point at Garam 
Chashma near the 
Pakistani town of Chit- 
ral and the Soviets have 
yet to launch a success- 
ful offensive in Paktia 
province, which serves 
as the main crossing 
area for most guerillas 
The mujahideen expect 
the Soviets to make 
their next move in Pak- 
tia though this will re- 
quire more men and material due to 
difficult terrain. 

Pakistani officials believe the Soviet 
move into Kunar might be aimed at 
Pakistan as much as against the 
mujahideen. During the siege of 
Barikot, Afghan aircraft regularly at- 
tacked Arandu, a Pakistani town 
across the border from the embattled 
garrison. With a stronger force in 
Kunar, the Soviets could threaten 


thing by sealing off infiltration routes 
south of Barikot. “The siege of Barikot 
provided the mujahideen with a conve- 
nient crossing point but it was never 
their main infiltration route," said a 
Western observer in Islamabad. 
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and 60 jet fighters for daily bombing 
during the three-week offensive and at 
least 100 tanks moved into Barikot 
when the siege of the town was broken 
on 7 June. Several more tanks and 
armoured personnel carriers moved 


mujahideen activity across the border, 
though it will be difficult for the Soviets 
to act as the heights around Kunar are 
not yet controlled by them o 
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Hail fellow Zhao 


Sino-British relations are so good that the visiting 
Chinese premier finds little to talk about except trade 


By James Bartholomew in London 


hinese Premier Zhao Ziyang has 


just spent a week visiting Britain in 
an atmosphere of satisfied mutual 
back-slapping and congratulation. It 
has been like a cheerful reception after 
a wedding. The happy couple are now 
in their honeymoon period. 

The rhetoric has been of "new vis- 
tas" in the relationship, “double confi- 
dence," "identical views" and "suc- 
cess." According to Zhao, British 
Prime Minister Margaret Thatcher 
pointed out: "The Sino-British joint 
declaration on the question of Hong- 
kong has won credit and international 
prestige and reputation for the two 
countries.” 

It was even agreed that Queen 
Elizabeth will visit China in the second 
half of 1986 — the first time a British 
monarch will have ever been to China. 

Some observers in Hongkong feared 
that in all the bonhomie, Hongkong 
might be forgotten. The British deny it. 
They say that such fear may arise only 
because there is currently no outstand- 
ing disagreement between Britain and 
China on the Hongkong issue. Zhao 
himself said: “There isn't much for us 
to say because we share identical views 
on this question." 





HONGKONG 


Relying on the 
old guard 


There are few surprises in 
reappointments to the 
territory's top advisory bodies 


By Emily Lau in Hongkong 


he Hongkong Government on 5 June 

reappointed a score of tried and 
trusted local worthies to the territory's 
top policymaking and law-making ad- 
visory bodies. This ensures continuity 
in both the Executive Council (Exco) 
and Legislative Council (Legco) in the 
next three years as the government 
moves to reform Hongkong's archaic 
political system. 

The reappointment of industrialist 
Sir Sze-yuen Chung to be the senior 
Exco unofficial (non-civil servant) and 
the elevation of Swire Pacific execu- 
tive director Lydia Dunn to become 
senior Legco unofficial indicate that 
the government is pursuing a very 
cautious course, relying on its most 








But this harmony may not last, and 
the official British line is that 
Whitehall's concern will remain con- 
stant: not only does London feel a duty 
towards Hongkong, it is also in Bri- 
tain's own interests to hand over a 
thriving Hongkong in 1997. This would 
not be possible, so the argument goes, 
if the territory's interests were not 
looked after effectively. 

Meanwhile, there are other things to 
discuss with China apart from Hong- 
kong. In particular, trade. British ex- 
ports to China are still very minor — 
less than 2% of Chinese imports. T! 
signing of the Sino-British joint de 
laration paved the way for a big in- 
crease in British exports to China, 
which have jumped 78% in the first 
quarter of 1985 compared to the same 
period last year. This comes after good 
overall growth in exports in 1984 
(excluding the sale of silver bullion 
originating in third countries) of 47%. 

Just before Zhao's visit, a firm con- 
tract to sell 10 British Aerospace 
BAel46 aircraft was signed. These 
civilian planes are short-range jets 
capable of landing on short runways. 
The 10 aircraft are worth US$150 mil- 
lion. Other large British contracts are 


THE NEW LEGCO 


Indirectly elected 
unofficials 


Appointed unofficials 
Appointed officials 





loyal and trusted advisers to lead the 
unofficials through the possibly turbu- 
lent times immediately ahead. 

The reappointment of Chung, 67, for 
three more years was not entirely ex- 
pected because he had repeatedly said 
he would step down after the signing of 
the Sino-British joint declaration on 
the future of Hongkong. During the 
Sino-British negotiations, Chung 
claimed he had tried to present the 
fears and worries of the Hongkong 
people and was denounced by both the 
Chinese Government and some British 
MPs. With the declaration signed, seal- 
ed and ratified, apparently all is for- 
given and forgotten. 

The next three years are crucial to 
Hongkong's political development, 
and Chung's influence will be strongly 


felt. In 1987 the government is to con- 


duct a review of the political reforms 
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probably on the way. But there is still 
no firm contract on the intended 
Guangdong nuclear power plant 

Defence sales are also on the in- 
crease, though again from a tiny base 
Last year Britian sold £30 million 
(118$38.26 million) of military equip- 

int to China, up from a minuscule £1 
million in 1983, There is scope for big- 
ger increases here and currently à 
Chinese air force delegation is inspect- 
ing what is on offer. 


hao has now moved on from his 
week in Britain to spend a week also 
in West Germany and a couple of days 
in the Netherlands (where relations 
have also seen a turn for the better now 
that the Dutch have shelved their pro- 
posal to sell submarines to Taiwan). 
Zhao is pursuing economic and 
technological issues more than any 
other. In Britain he visited Cambridge 





which is sometimes referred ‘to as 
“Silicon Fen” because of its concentra- 
tion of electronics companies in and 
around this fenland town. West Ger- 
many is a more important stop for 
Zhao’s economic diplomacy since 
trade between those two countries is 
much bigger than between Britain and 
China 

A long sojourn in Europe is begin- 
ning to become a pattern for Zhao 
Last year he had an even more gruel- 
ling itinerary, taking in Italy, France, 
Belgium, Denmark, Norway and Swe- 
den. The two trips emphasise China's 
determination to balance close ties 
with Japan and the United States with 
similar ties in Europe. This is moti- 
vated by politics as well as by econo- 
mics. The one thing Europe shares with 
China that the others do not is land 
mass contiguous to the Soviet Union 
and its satellites. i 








Chung; Dunn: tried and trusted. 


adopted so far. The most contentious 
issue will be the question of whether to 
introduce direct election to Legco 
Chung has repeatedly voiced his re- 
servations about , Westminster-style 
democracy and warned Hongkong not 
to follow in the footsteps of some Afri- 
can and Latin American countries 
which have elections but no real 
democracy. Such. ultra-conservative 
views do not endear him to those Hong- 


ISAN EASTERN eM vey «2 AN 19s 





kong people who want 
to see a democratically 
elected government re- 
place the present col- 
onial administration in 
1997 

In Legco, Dunn, 45, 
will succeed senior un- 
official Sir Roger Lobo, 
and that should not bea 
hard act to follow, since 
Lobo's 13-year career 
in Legco has been un- 
controversial if not 
lack-lustre. Even the 
well-publicised “Lobo 
motion” which he mov- 
ed in Legco in March 
1984 asking that “any 
proposals for the future 
of Hangkong should be 
debated in this council before any final 
agreement is reached,” was reportedly 
not initiated by him, but was named 
after him because he was the senior 
member, 

Dunn is a protégé of British hongs 
and, though generally a popular 
choice, particularly;,among her col- 
leagues and the logal business commu- 
nity, is often regarded as something of 
an elitist. During a media conference 
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When asked if she agreed she was out 
f touch with grassroots opinion, she 
dmitted that her path to Legco "did 
- not begin in the paddy fields or on the 
etory floor," and she said the Hong- 
ong people expected a mix of talents 
-and experiences to represent them in 
egco, 

"In September, 











for the first time in 





meds f being all appointed by the gov- 


ernor, it will be made up of people indi- 
rec tly elected by district councils and a 
handful of business and professional 
bodies.  However,... government-ap- 
pointed members w ill still be in the 
majority. 

Because of the changes. Dunn will 
need all the skills and charms at her 
disposal to whip the various factions 





7s target” is pethaps the best 
1 he New Beonoathe: Policy 
EN Malaysia's 20-year programme 
egun in.1970 to ean poverty but. 
ore specifically, to transfer wealth, 
d skills to bumiputras (sons of 
'the soil) — which more or less means 
the Malays of the country. 

But *309?5," has a crucial psychologi- 
cal dimension for the Malays which ex- 


historical consciousness, borne out of 
cólonial neglect and economic under- 
development in a country where they 
feel they are sons of the soil. Over the 
years, this consciousness. has taken 
1any forms, both. violent and other- 
wise. Until such time as Malaysia 
es towards a more "de-pluralised" 
, the sense of deprivation ~ of 
which the “30% target" is a part — will 
; continue as a potent factor. 

Malay novelist Shahnon Ahmad 

prophesied in, the 1960s what the fu- 
ure might herald for Malays. In his 
1967 novel Menteri (Minister) he of- 
fered the following scehario: 
The year is 1987. All "brown-skin- 
ned people" have been driven out to 
open up new land and eke their living 
outside the city which is totally domi- 
nated and inhabited by the “flat-nosed 
people" or the “dragons who like to 
swallow up the brown-skinned peo- 
ple." The brown-skinned people feel 
betrayed by their own people and vio- 
lence ensues as they start to search for 
and kill their enemies among them. 
;"Our enemies are, the dragons. Our 
enemies are the government officials 
steeped in colonialism and bureauc- 
racy, the aristocrats, and opponents of 
nationalism. Those are the ones we 
must kill..." one.character shouts. 

The Malay literary critic Yahya Is- 
mail, immediately after the appear- 
* ance of Shahnon's book, described it as 
, "chauvinistic," while Ismail Hussein, 
an authority on iüdies, took a 
more uncompromising line: “The 


presses itself in the form of a general | 





angry attack of those brown-skinned 
people is not at all directed at those 
people with yellow skin, but . ds 
aimed at those who are brown-skinned 
themselves, the elites who are colonial, 
bureaucratic and feudal." Even before 
the 13 May 1969 race riots, Shahnon's 
warning was clear — something urgent 
to alleviate Malay economic conditions 
had to be done. 

The cry “Malay power," so common 
from Malay poets such as Jihaty Abadi 
after 13 May, did not condone violence, 
however 
rather than an offensive attack, and 
was aimed-at "inspiring a confidence 
in the heart that is already beginning 
to lose faith,” as Ismail Hussein put it. 
The violent*idiom in the éxerpt from 
Menteri really comes down to poetic 
expression of a general consciousness 
— a fear that the race was being up- 
rooted, dispossessed and disinherited 
in its own land. Does the NEP’s 30% 
target supply the remedy ‘to restore a 
sense of confidence and dignity to the 
Malay psyche? 


n important component of any cul- 

ture is symbolic communication — 
things. objects or events are valued not 
so much for what they are per se but for 
the ideas they symbolise. In his con- 
troversial book, The Malay Dilemma, 
Datuk Seri Mahathir Mohamad -— now 
prime minister — recognised symbolic 
gains : "With the existence of a few 
rich Malays, at least the poor Malays 
can say that their fate is not entirely to 
serve the rich non-Malays. From the 
point of view of racial ego, and this ego 
is still strong, the unseemly existence 
of Malay tycoons is essential." 

A Malaysian . social scientist. S. 
Husin Ali, also concluded in a study of 
Malay peasants that “many poor peas- 
ants regard with some pride the 
achievement of a few Malays as a 
symbol of Malay success to ‘catch up’ 
with non-Malays,in the economic 
fields." 





n Jt was a defensive utterance | 











tory; pro- »-Peking groups will have at 
least two seats in Legco; representing 
the Chinese General Chamber of Com- 
merce and the Federation of Trade 
Unions. There may also be more inde- 
pendent and outspoken. unofficials 
representing lawyers, teachers and so- 
cial workers. 





























































Symbolic elements notwithstand- 
ing, these social and phychological di- 
mensions must be weighed against 
other effects of the NEP. We should ask 
how long can we rely on symbolic, 


| psychological “trickle-effect” gains of 


the 30% target if the question of gen- 
eral Malay poverty.is not resolved * 
1990. (We should not forget that erai 
cation of poverty is also a major prong 
of the NEP.) 

For the Malay poor, their rejoicing at 
Malay capitalist success will be short- 
lived if symbolic gains do not eventual- 
ly become concrete and tangible ecò- 
nomic gains for themselves as well. 
Rising expectations will become rising 
frustrations when these expectations 
are not met. Meanwhile, material gains 
by richer Malays become manifest in 
visibly different’ lifestyles, further 


€ Unless [there is] an 
acceptable reduction... of 
Malay poverty, the 
Jaguar-driving “race heroes” 
may find themselves as “class 
enemies”... 


sharpening class differences. Beca 


i the NEP's accent on poverty eradica- 


tion is not on relative poverty but on 
absolute poverty, the contrast and gap 
between lower-class Malays and 
upper-class Malays will definitely be- 
come more visible. 

Thus the year.1990 may bring about 
more de-pluralising tendencies within 
the country, leading to more interac- 
tion and colleetive awareness among 
lower-income Malaysians regardless 
of race. The strengthening of the Malay 
capitalist and middle class, and the 
continuing poverty question will in- 
crease the accent on class rather than 
ethnicity in the Malay social con- 
sciousness, without displacing the lat- 
ter altogether. 

This last qualification is important 
since both elements of “homo hierar- 
chicus" and ethnicity have been noted 
to be strong ingredients of Malay con- 
sciousness in the past. As a pane 
colonial scholar of Ma 
Gullick, once observe 









On top of this, Dunn will also have 
to cope with at least two emerging 
political parties within Legco. One 
is the Progressive Hongkong Society 
(PHS), headed by Exco and Legco un- 
official Maria Tam, and another yet 
to be formed will be led by Legco 
trio Allen Lee, Selina Chow and 


Stephen Cheong. The PHS tries to be 
all things to all men, hoping to work 
with different classes for the terri- 
tory’s prosperity and stability. The 
second party would be similar to the 


British Conservative Party, consisting 
mainly of businessmen and profession- 
als. Its main emphasis is on the main- 
tenance of Hongkong's economic pros- 
perity. 

Tam, Lee and Chow have all been 
reappointed for three more years 
Cheong has opted to stand as a candi- 
date in the functional-constituency 
election representing the Federation of 
Hongkong Industries. This has 
sparked off rumours that he has not yet 
been offered reappointment. Twelve 
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peasant feels a tie of common interest 
with the upper class of his own com- 
munity, rather than say, with the 
Chinese vegetable gardener. The latter 
in turn feels that he has more in com- 
mon with the Chinese dealer who buys 
his produce, despite the conflict of eco- 
nomic interest, than with the Malay 

asant or Indian plantation worker. 

ere is [as] yet no sense of peasant and 
Working class solidarity." 

The leader of the Aliran Reform 
Movement, Chandra Muzaffar, sees 
this. “vertical solidarity" between 
Malay peasants and the Malay elite as 
simply continuing traditional pre-col- 
onial loyalty structures. The "protec- 
tor" image as vested by Malay masses 
in their leaders was reinforced by the 
colonial system, which added to the 
Malays' need for ethnic "protector" 
from the perceived threat of economic 
dominance by other ethnic groups. 
This *protection" continues to be the 
basis of Malay mass support for the po- 
litical leadership. 

Well into the 1990s, ethnic parties 
will continue to be the mainstay of Ma- 
laysian political life. The conditions 
thus far have not generated effective, 
class-based politics and will not do so 
as long as the protector syndrome per- 
sists. 

But some changes are looming. The 
NEP overall benefited the Malay mid- 
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dle and. upper-income groups more 
than the Malay poor, and the protector 
syndrome may become stronger in the 
social consciousness of the former. 
Malay capitalists also compete against 
non-Malay capital and will continue to 
require the government's protective 
umbrella and intervention. On the 
other hand, the Malay lower class and 
poor will have less to lose. 


Ithough Malay elites will continue 

to use time-worn methods to ap- 
peal to their constituents' economic in- 
terests, some complications will arise 
and the protector image of existing po- 
litical leaders may not be so easy to 
sustain. New promises will have to be 
met more pragmatically — by financial 
capacity rather than by political ex- 
pedience. Meanwhile, Parti Islam and 





Zawawi Ibrahim studied social anthro- 
pology at Monash University in Austra- 
lia and is now associate professor in 
rural development at Malaya Univer- 
sity's faculty of economics and admin- 
istration. 





other Islamic forces will continue to 
offer alternative modes of social and 
political consciousness. 

Secondly, some form of class con- 
sciousness will arise, especially as 
achieving the 30% target essentially 
depends on following the logic of 
capitalist development. More Malay 
and non-Malay business collaboration 
could become a common phenomenon. 
Meanwhile, at the factory-floor level, 
multi-racial labour (Malay, Indian and 
Chinese) will work increasingly to the 
dictates of private or public sector 
bumiputra corporations. 

Malay workers, created both by the 
government's industrialisation po- 
licies and by peasants' growing de- 
pendence on non-agricultural income, 
no longer work for non-Malay enter- 
prises only, as in pre- NEP days. This 
will have a very important bearing on 
Malay workers and their taken-for- 
granted ethnic loyalties. 

There is one other hidden diversion 
to the NEP. The successful Malay in 








unofficials have either been sacked or 
have retired voluntarily. Looking at 
the appointments, it is difficult to dis- 
cern any principle for selection. Even 
senior government officials were sur- 
prised at the reappointment of some 
obviously incompetent members. But a 
government source said one criterion 
seemed obvious: substantiated claims 
to represent a particular sector of the 
community, whether housewives or 
squatters, enhance the chances of ap- 
pointment o 


the present era differs radically from 
heroes of earlier times, As former Unit- 
ed Malays National Organisation 
(Umno) secretary-general Senu Abdul 
Rahman wrote in the 1970s: “In tradi- 
tional society, the hero was normally a 
warrior . . . but in the modern age, the 
hero is the person who dresses neatly, 
wears a necktie, owns a big Jaguar 
(possibly two cars), works in an air- 
conditioned office . . . and lives in a big 
brick house.” “NEP heroes” are 
Malays who fit the 30% target. They 
are “materialist” heroes, exemplars 
with a mission, bent upon capital ac- 
cumulation on behalf of the progress of 
the Malays 

But the NEP heroes have a dilemma. 


How can they reconcile their 
materialism with a “sense of obliga- 
tion to their country and people” 
(to quote the words of Mahathir) 


that celebrates virtues of non-exploi- 
tation, mutual help, morality, self- 
lessness and duty? Are these not 
diametrically different from business 
values? 

Another challenge may emerge from 
some religious quarters, chiding NEP 
heroes and commercial institutions 
generally for being un-Islamic. At the 
moment, however, the trend still 
favours the growth of normal commer- 
cial businesses alongside either new Is- 
lamic institutions (such as Islamic 
banking or insurance) or the injection 
of "Islamic" values into the existing 
economic system 

The real challenge to the NEP heroes 
in the 1990s may well come from the 
Malays themselves the majority of 
whom are still among the country's 
poorest. Unless the 1990 proclamation 
of the achievement of the 30% target is 
also matched by an acceptable reduc- 
tion, if not total eradication, of Malay 
poverty, the Jaguar-driving "race 
heroes" may find themselves as "class 
enemies," distant and alienated from 
the grassroot sentiments of their own 
people. Since the poverty eradication 
that was promised by the original for- 
mulators of the NEP was at once an at- 


tack on both Malay and non-Malaweesse 


poverty, it is still by honouring that 
promise that the class and race ele- 
ments can be kept in equilibrium in 
Malaysia. oO 


55 


ALAYSIA 


. Up the Umno ladder 


The dominant party is increasingly becoming the 
social-economic way for the ‘upwardly mobile’ 
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By Suhaini Aznam in Kuala Lumpur 
alay views of politics and power 
have taken a dramatic turn in the 

past decade, more specifically in the 
past five years. Undeniably, Malays 
are less bashful about battling it out in 
the power arena. Even though the cam- 
paign boast “I am the best for the job” 
is still socially taboo, self-confidence is 
no longer immodest. 

Indeed, since April this year, a series 
of branch and divisional elections in 
the United Malays National Organisa- 
tion (Umno), the dominant party in the 
ruling National Front coalition, has 
enlivened the party with open personal 
attacks and fierce rebuttals flying pro- 
fusely. 

The stakes are particularly high this 
time. The winner's purse is a chance to 
be selected to stand as a federal MP or 
state assemblymen in the general elec- 
tion, due before April 1987, and there- 
fore well before the next biennial divi- 
sional party elections. 

As the country's dominant Malay 
party and the undisputed backbone of 
the coalition, Umno is perceived as the 
way up for politically motivated 
Malays. Increasing numbers of Malays 
qualify for leadership positions, hav- 
ing acquired both a good education 
and a useful network of contacts at 
university. Under the New Economic 
Policy, a sort of reverse discrimination 
in favour of the economically back- 
ward majority race, Malays are also 
enjoying greater access to loans for 
business. The only edge dividing one 
competitive Malay from another is po- 
litical clout — and Umno is the cor- 
rectly perceived “godfather.” 

Acceptance of open competition re- 
flects a revolution in thinking. “When 
Umno was founded, the poor were the 
champions, hitting out at the rich,” 
noted Umno vice-president Ghafar 
Baba. “Now you must be successful in 
business to gain the confidence of 
others in politics.” 

The upshot is an overlap between 
politicians and businessmen, throwing 
up accusations of nepotism by those on 
the sidelines. Some prop up favoured 
Umno candidates with money, but 
more prefer to “push themselves,” ac- 
cording to Umno secretary-general 
Datuk Seri Sanusi Junid. 

Thus unobtrusively, a new breed of 
Malay entrepreneurs has emerged as 
the “deliverers of votes” in Umno, 


-— CNS the traditional teacher power 


ase to lose its almost monopolistic 
sway. This automatically reduced the 
prestige of the post of education minis- 
ter — traditionally a “must” portfolio 


en route to the prime 
ministership and the 
ideal position to con- 
solidate block support 
from teachers. 

But the more serious 
implication of the en- 
try of entrepreneurs is 
the parallel upsurge 
of money politics. 
Prime Minister Datuk 
Seri Mahathir Moha- 
mad, the president of 
Umno, himself has 
spoken energetically 
against this rise in “un- 
conventional” cam- 
paigns — echoing a 
nagging worry voiced 
by several political 
secretaries as they 
tried to chart the 
careers of their politi- 
cal masters. This, 
however, does not in- 
dicate a crisis situa- 
tion, said Sanusi. In 
Umno, leaders speak 
out stridently before a 
situation gets serious, 
as an early preventive 
measure. 

The fear of “dollar 
votes” infiltrating the 
party is based on pre- 
cedent. Sanusi recalled that in the 
keenly fought 1981 Umno election, in- 
terest groups outside Umno had pour- 
ed money into backing candidates 
whom they hoped to control. If allowed 
to thrive, dollar politics could enable 
“forces outside Umno” to influence 
party elections and therefore deter- 
mine who succeeds to national leader- 
ship, warned Sanusi. 


mno prides itself on continuity, 

even if not embodied in the same 
persons. One party official estimated 
that only 30% of the party represen- 
tatives change each election year — 
held every two years for the division 
heads and every three years for the 
supreme council and president. It thus 
takes six years for the entire body 
of Umno divisional chiefs and party 
delegates to change, and even then a 
great deal of continuity is maintain- 
ed as incumbents do still get elected 
and top leaders remain for several 
years. 

“But quitting jin bitterness does 
not occur because the losers know 
that in two or three years, they may 
contest again,” Ghafar pointed out. 





Sanusi; Ghafar: slight edge. 995^" 






=F TRER han ht Baete 

Skee ak NOU tte 
“And the hope for a comeback is not 
futile.” ; 

Meanwhile, a shift towards younger 
branch and divisional chiefs since 
Umno was founded in 1946, has 
heightened competition yet further. 
The recent election has seen a spate of 
older stalwarts losing their grassroots 
support to younger leaders — some, 
their own protégés. The most celeb- 
rated of these include 
former Johor chief 
minister Othman Saat 
losing to his protégé, 
Deputy Trade and 
Industries Minister 
Muhyuddin Yassin 
and former Selangor 
chief minister Datuk 
Harun Idris losing to 
Basri Bajuri, the poli- 
tical secretary to the 
welfare minister. 

This prompted Ma- 
hathir to dwell on the 
virtues of relinquis" 
ing power gracefull 
"Some of the peopie 
who had led for a long 
time refuse to give 
way, while there are 
others who had just 
joined the party one 
or two days and al- 
ready want to be 
leaders without re- 
gard to what will hap- 
pen to the party," he 
is reported to have 
said. 

Umno's grip on the 
nation's politics has 
elicited two responses 
from its coalition 
partners. Some of the 
smaller parties have 
tacitly almost relinquished the helm, 
allowing Umno to stamp its style on 
the way government operates. The Ma- 
laysian Indian Congress refers to 
Umno as “big brother," having oper 
elected to follow Umno's lead on a few 
issues lately. 

But Umno's strong hand elicited re- 
sentment or at least irritation from at 
least one large political partner. The 
Malaysian Chinese Association has not 
taken kindly to Umno's perceived in- 
terference in its internal squabbles 
over the past year — suggesting it 
should resolve its problems or tem- 
porarily leave the coalition. 

Umno has always enjoyed a slight 
edge over the other National Front 
parties, even in the pre-1974 days of 
the original Alliance coalition. Malays 
have a reputation for being more 
politicised than Malaysian Chinese or 
Indians, and enjoy an added boost 
from being bumiputra, the acknow- 
ledged original sons of the soil. Now, 
with greater resources at its disposal 
and keen political survivors manning 
the party at all levels, Umno has shown 
signs of soon outdistancing its team- 
mates. u 
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West German 


Companies F ight for 


Market Share in Booming Far East 


By Frank Roberge 


PE. mill is being designed and delivered under a DM 220 
million (more than US$70 million) contract let to a 
German-Korean-Japanese plant-engineering consortium led by 
Mannesmann Demag Sack GmbH, part of West Germany's huge 
Mannesmann industrial group. And half of the Pohang plant's 
sheet-steel output is already earmarked for South Korea's expand- 
ing motor-vehicle industry. 

Southwest across the Yellow Sea at Baoshan, near Shanghai, 
an even larger hot-rolling steel mill will be going up over the next 
four years under a contract signed in Peking’s Great Hall of the 
People at the end of 1984 with SMS Schloemann-Siemag AG and 
Thyssen Stahl AG, two more West German companies. More than 
100 of the Baoshan plant's future production and maintenance 
specialists will be visiting Duisburg over the next few years for prac- 
tical training at a comparable plant of Thyssen, which is also sup- 
plying software programmes for use in the Chinese steel complex. 

West German capital-goods and plant-engineering companies 
are clearly on the move in the Far East where a headlong rush to- 
wards industrialisation is producing economic growth rates and ex- 
port opportunities unmatched in any other region of the world. 
Measured against 1972 levels, real gross national product growth 
and export volume of the eight Far Eastern economies on the 
threshold of industrialisation — Hongkong, Taiwan, Singapore, 
Indonesia, Thailand, South Korea, Malaysia and the Philippines — 
have far outstripped that of both the industrialised countries and 
the group of developing countries as a whole. 

So far, however, the burgeoning exports of this new industrial 
region have overwhelmingly targeted the vast United States and 
Japanese markets, with relatively little penetration and import 
competition for Europe and West Germany. And it has been 
Japan, which delivered 22% of its 1983 exports to this region, and 
the US, with a corresponding 11%, that have been exploiting the 
Southeast Asian market nearly unchallenged. 

The share of total West German exports that found their way to 
the region in 1983 was only about 2.5%. But the Far Eastern trade 
for both West Germany and Europe is clearly on the upswing. 
_ West Germany's Hamburg-based East Asian Association said 

West German exports to the region jumped by around 18% last 
year to DM 26.1 billion, thanks in part to the strong US dollar and 
economic recovery. At the same time, however, East Asian exports 
to West Germany climbed almost 20% to DM 39.4 billion, up from 
DM 32.9 billion in 1983. This dynamic performance includes the 
huge, awakening market of China where special economic zones 
have been set up to permit direct investment by foreign companies 
including the establishment of wholly owned subsidiaries. 

Speaking from experience, Heinrich Weiss of Scholemann- 
Siemag said the plunge into the Chinese market usually occurs in 
three phases. The first step is the classical export of a machine or a 
plant to China. Only when the Chinese have purchased the equip- 
ment and see that it functions will they be ready to go a step further 
with an agreement on production licensing or cooperation. The 
third step isthe establishment of a joint venture in which the foreign 
partner not only collects his licensing royalty but invests his own 
capital in a production facility partly owned by the Chinese. 

Obviously, the Chinese would prefer to obtain and then exploit 
West German expertise rather than simply take delivery of capital 
goods against payment of hard currency. “But if one is too cauti- 
ous here and won't deliver or grant a licence for this reason,” 
warns Weiss, “then a competitor from another country will cer- 
tainly do it and you'll have to watch.” 

Volkswagen is one of a growing number of West German com- 
panies that have decided the benefits of a toehold in the opening 


nee Bonn: Two years from now the Pohang iron and 
Steel Co. of South Korea will start up a new cold roll- 

| ing mill that will add 1 million tons to its annual capa- 

| city for producing fine sheet steel. The new Pohang 
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Chinese market outweigh the risks. The company said it sees great, 
long-term significance in the recent establishment of a new joint 
motor-vehicle production venture christened the Shanghai 
Volkswagen Automotive Co. 

So does Krupp, the giant West German steel and engineering 
group. The Essen-based plant-engingering unit of Krupp Indus- 
trietechnik GmbH succeeded after more than a year of negotia- 
tions in landing the contract to deliver the first two small plants for 
the production of copper wire in China. "We weren't the cheapest 
bidder, but we were technologically the best," said Clemens 
Philipp of the Essen works. "That's why we got both these orders, 
despite much international competition. " Each of the two planned 
copper-wire mills will be able to produce 35,000 tons à year. 

With no foreign debt to speak of and with stockpiled gold and 
currency reserves exceeding US$20 billion, the Chinese, if it suits 
them, are also in a position to finance or pay cash for equipment 
they need in their drive for industrialisation. Here lies an opportu- 
nity for West Germany's renowned machinery makers, which are 
typically small or medium-sized operations averaging 300 workers 
per company. 

Meanwhile, many other business opportunities are opening up 
to German firms — and not just engineering and capital goods pro- 
ducers — throughout the booming Far East. 

Degussa AG, the West German precious metals, chemicals and 
pharmaceuticals company, announced in mid-May a joint venture 
with Oriental Chemical Industry Co. Ltd of Seoul to produce 
platinum-based automobile exhaust catalysts in South Korea. 





in early 1987 at the proposed Inchon plant of the new joint entity 
called Ordeg Co. Ltd. The German company already has experi- 
ence producing the anti-pollution devices at its own plants in the 
US, Canada and West Germany. 

Standard Elektrik Lorenz AG of Stuttgart, the West German 
electronics company that belongs to the US ITT group, recently 
landed a DM 600 million contract to set up a country-wide corn 
munications network for Malaysia. In nearby Indonesia, the Krupp 
MaK Maschinenbau GmbH of Kiel has landed a DM 60 million 
contract to supply 34 diesel motors and accessories for 17 electric- 
ity-generating plants for several Indonesian provinces. 

Indonesia's state electricity enterprise, PLIN, has simultaneously 
taken an option to buy 20 additional Krupp Mak diesels. A financ- 
ing arrangement backed by West German Government in- 
strumentalities played an important role in the order as it does 
many big-ticket international transactions. Krupp MaK, a relatively 
old hand at the Indonesian trade, has since 1961 delivered 160 
such diesel power generators and 65 diesel ship engines to the far 
eastern country. 

The Krupp and Thyssen groups seem to have found their way 
on to a standing itinerary for visiting trade delegation from the 
Pacific rim. An eight-member Chinese group of railway and trade 
experts last December toured the Thyssen plants in West Germany 
where railway tracks are made. Fifteen governrnent and trade rep- 
resentatives from the Chinese province of Tianjin. where a Krupp 
Koppers chemical plant started operations in 1981, recently visited 
the Krupp Widia GmbH works in Essen and expressed the inten- 
tion to import more modern facilities. 

On the other side of the coin, Southeast Asian exporters were 
able to stake out a 3.4% share of the West German import market 
by 1982. These newcomers are already serious competition forthe 
domestic shoe and leatherware industry where they have captured 
15% of the import market, and for textiles and clothing make 
who have yielded a 21% import market share to the Southeast 
Asians. Far Eastern manufacturers have also captured 27% of the 
West German imported toy market and delivered in 1982 some 
30% of the country's imported transistors and diodes. — & 
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Frankfurts Economy Stays Apace 
With Structural Change 


By Dr Walter Wallmann, Lord Mayor of Frankfurt-am-Main 


Frankfurt: Telecommunications, robotics and bio- 
engineering — the three pace-setting technologies of 
the 1980s — are altering the industrial economies 
now. By the 1990s, they will have changed the entire 
- / world. This process of structural realignment touches 
d every country, region and local economy in different 
ways and cosmopolitan centres such as Frankfurt must quickly 
come to terms with it 
Revolutionary changes in technology and trade have occurred 
again and again in man's history. But for the first time in centuries, 
the geopolitical centre of gravity also seems to be shifting. The 
swing in the axis of political power and economic growth from the 
Atlantic basin to the Pacific rim is being discussed today by experts 
and laymen alike. Long-range forecasts are difficult. But one factor 
to reckon with is the vigorous business and technological perform- 
ance of Japan and the United States, the eastern pillar of the Pacific 
community, as well as the phenomenal economic strides and 
strong faith in progress exhibited by Taiwan, South Korea, Hong- 
kong and the Asean states. 
Obviously these countries are competing strongly with Western 
Europe. Many people even believe Europe has fallen behind in the 


Banking Is 
Frankfurt's 


Business 


Frankfurt: Some call it 


SS 

| Bankfurt, this marvellous 
money metropolis on the 

| Main. The towering head- 


quarters of West Ger- 

many's leading banks 
make the city’s skyline a symbolic 
panorama of power and wealth. 

The spectacular top-floor view 
from the sleek, metallic spire of 
Dresdner Bank, the country's No. 2 
private commercial bank, never 
leaves the competition out of sight. 
Looming haughtily across town is 
the new, 40-storey twin-tower head- 
quarters complex of Deutsche Bank, 





race for wealth, growth and employ- 
ment. Western Europe. especially 
the European Community, is aware 
of the peril of lost economic initia- 
tive. Political and business decision- 
makers increasingly recognise that 
questions of global commerce, eco- 
nomic development, employment, 
political power and technological 
progress cannot be efficiently an- 
swered on a national level. In the 
worldwide race for modernisation, it 
remains to be seen whether the EC 
can subordinate the national egoism 
of its members in time to harness 
their collective energy. 

Despite all rumours of Europe's decline, the EC has set a globe 
standard for economic performance. Multinational companies 
know the EC is the largest economic bloc in the industrialised 
world. EC market potential encompasses 320 million consumers. 
Annual EC imports and exports exceed those of the United States 


Dr Wallmann. 


High-rise buildings in Frankfurt commercial district. 


the industry giant. Challenging from 
the middle distance is the dark, slab- 
like colossus of the Commerzbank, 
smallest of West Germany's banking 
"big three." 

In the midst of this architectural 
glamour, West Germany's principal 
securities exchange conducts busi- 
ness in the relative obscurity of its 
squat, old bourse building. Here, 
shortly after 1 p.m. each trading day, 
the US dollar's middle rate is offi- 
cially set against the German mark, 
the world's second most-important 
reserve currency, in what is probably 
the most significant of all foreign-ex- 
change notations. 


The massive skyscraper of or- 
ganised labour's Bank für Gemein- 
wirtschaft (BfG Bank), ranking 11th 
domestically in total assets, and the 
stately riverside office building of 
eighth-ranking Deutsche Gensos- 
senschaftsbank (DG Bank), round 
out the profile of West Germany's 
premier financial centre. 

No fewer than 358 banks and cred- 
it institutions, including 219 foreign 
ones, are open for business in 
Frankfurt, making it a worthy rival to 
New York, London, Paris, Tokyo and 
Zurich. 

The city's banking industry, ac- 
cording to the Frankfurt Chamber of 


Commerce and Industry, employed 
just under 38,000 people at the start 
of last year against a total of some- 
what over 500,000 in the industry 
throughout the country. Foreign 
banks maintain 177 offices in 
Frankfurt. They are also represented 
by 40 German subsidiaries and 52 in- 
dependent affiliates. 

Frankfurt’s pre-eminence as a 
banking and financial centre reflects 
a quarter-century trend towards cen- 
tralisation made possible by a 1956 
law permitting reunification of the 
pre—World War II big three banks 
that had been fragmented into 30 
parts by the allied occupiers. 
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Anyone who deals in Arts and Handi- 
crafts, Home Accessories and Domestic 
Lighting or Paper, Office Supplies and 
Stationery, or Kitchen Utensils and 
Housewares, or Jewellery, Watches 
and Clocks, Smokers’ Requisites and 
Toiletries, Perfumery Products and 
Hairdressers’ Accessories, or with any- 
thing that is necessary for a Well-Laid 
Table, will find lots of interesting ideas 


at the Frankfurt International Trade Fair 


from ELSE ES 
The RANEA will 


take place from 24. 8. to 28. 8. 1985. The 
largest trade fair for consumer goods in 
the world. With more than 3.500 exhibitors 


from over 50 countries. 


s? 
Messe 
Frankfurt 


Fair and travel information, 
admission tickets: 


Australia 

German-Australtan Chamber of 
industry & Commerce Lid. 
GPO Box 4247 

Sydney, N.S AW. 2001 

Tel: 29 39 96 

Telex: 25 887 GERCOM AA 


Hong Kong 

Meichers (H. K.) LTD 
401-4 Wing on House 
P.O. Box 713 
Hongkong 

Tel: 5-23 80 71 

Telex: 73:331 melk hx 
World Fair Consultants Ltd. 
& PAC Travel Co. 

Tony Fung 

VF Tinta House 

44. Wellington Street 
Central Hongkong 

Tel: 5-226646 

Telex: 64878 PTCL HX 


india 

K. S. Hirlekar Representative 
Western India House 

Sir Pherozshah Mehta Road 
Bombay 400001 

1e: 251931 

Telex: KSHI 011-25 04. 


indonesia 

Rinto Alwi, Representative Tor 
Indonesia 

P.O. Box 23 

Bogor 16001 

Tel: (0251) 24 600 


Japan 

Zainichi.Doitsu Shoko Kaigisho 
Centrat P.O. Box 588. 

Tokyo - 100 81 

Tel. 581.98 81/3 

Telex: J 26228 GERHAKA 


New Zealand 
Fairs of Europe 
P.O.Box 3076 
Auckland 1 
Tei: 33-039 
Telex: 21883 


Philippines 

G. Magnus ~ Manufacturers’ and 
Fairs’ Representative 

P.O. Box 2075 

Manila 

Tel: 47 8944 

Telex: 27686 MAGNUS PH 


Singapore 

Moneta investments Pre. Ltd. 
of 101a Upper Cross Street 
12-18 Peoples’ Park Centre 
Singapore 0105 

Tel: 914 800 

Telex: $5046 th chan 






South Korea 
Korean-German Chamber 
of Commerce and industry 
C.P.0, Box 4963 

Seoul 

Tel: 02) 776 1546-9 
Telex: dkihk k22640 


Taiwan 

Deutsches Virischatisbiiro 
Jade Phoenix Bldg. 15 16 
Grand Hotel 

Taipei 

Tel.: (02) 5964271 

Telex: 26228 GERTRADE 


Thailand 
German-Thai Charaber 
of Commerce 

P.O. Box 1728 
Bangkok 

Tel: 2339113 

Telex: 82836 GTEC TH 


For further information: 


Messe Frahkfurt GrabH 
PORS7OI26 

D-6000 Frankfurt. am Main 97 
West Germany 

Tel: (089) 75 75-0 

Telex: 411568 messe d 


ADVERTISEMENT SUPPLEMENT 
and Japan combined by 65%. So Europe is 


not in such bad shape after all. The EC mar- = ü 

ket is a lucrative one and that applies espe- f= i nal ly a hotel WI e 
cially to West Germany, the world's fourth- J 

largest economy and a country of nearly 62 
million people. 

West Germany is noted for political sta- 
bility, low inflation, high productivity and 
favourable labour relations. Its economy is 
heavily export-oriented and relies on tech- 
nological advancement as well as quality 
workmanship and services for its success 
at home and abroad. At the heart of that 
dynamic economy is Frankfurt on the Main, 
the country's financial, commercial and 
transportation centre. The city owes its uni- 
que status to a combination of factors that 
have attracted more than 30,000 German 
companies as well as businesses from all 
over the world. Factors like these: 

» Frankfurt is the economic hub of the 
Rhine-Main region. With a population of 
nearly 2.5 million and a workforce of 1.2 
million, this region is the second largest urban 
concentration in West Germany and one of 
Western Europe's fastest-growing areas. 
More than 45 million consumers live within 
250 km of Frankfurt, the economic capital. 
> Frankfurt is West Germany's transport 
hub and the gateway to regional, national 
and world markets. Both its airport and its 
railway station are Europe's biggest. Frank- 
furt is astride the crossroads of the main 
highways and waterways of West Germany. 
The excellent transport infrastructure, 
coupled with market proximity and access, 
is a major reason so many companies of all 
sizes have chosen to locate in Frankfurt-am- 
Main. 

» Frankfurt, thanks to all these reasons, 
has developed into a managers's paradise. 
The city has a deep-rooted entrepreneurial 
tradition and a cosmopolitan business at- 
mosphere. Companies, especially techno- 
logically advanced ones, can avail them- 
selves of adequate space; comprehensive 
legal, tax and financial services; highly skill- 
ed management and labour; wide-ranging, 
state-supported vocational training, and ex- 
tensive private and public research facilities, 
university programmes, technical colleges 
and acclaimed international institutes. The 
business climate rewards resourcefulness. 

Frankfurt seeks to attract new banking in- 
stitutions, commercial establishments and 
other businesses from all parts of the world, 











especially from the Pacific basin. The city hen you come to think of it, Management System, even the s 
government has adopted a strategy of inter- superior hotel serviceislargelya largest hotel can remember the tiniest 
national cooperation. The Frankfurt function of memory. detail, and anticipate every little whim. 
Chamber of Commerce and Industry backs They remember your name from It can make every single guest feel like 
the administration's efforts by promoting your last visit, the kind of liquor you a V.I. P. who has been singled out for 
oo peris hien Cerise ma prefer, and have it stocked in your extra-special service. l 
Ms n 200 other jc penias and 39 room. They see to it that your wake-up The Nixdorf system starts with ad- 

banks from the Far East have already taken callis right on time, and in your native vanced reservations for individual 
their place in Frankfurt, home of West Ger- language. It's the little things they groups. This way, it gives the hotel 
many's Bundesbank, the central bank, and remember that make the difference. staff full control of its business, 
the country's dominant stock exchange, Which is why alot of seasoned travel- guaranteeing that the right room will 
founded in 1585. About a dozen consulates lers prefer small hotels with really be available when it is needed. 

m ànd trade associations from Far Eastem personalized service. And the system does much more. 

“Countries operate here. We are convinced However, this kind of service is no It records pay-TV usage, and bills 


Frankfurt is the logical choice for the Euro- i : : ; 
pean headquarters of internationally longer the exclusive province of the automatically. In concert with a PABX 


oriented companies. @ tiny hotel. With Nixdorf's new Hotel system, the computer can re-route 


ary possible service you can think of 


incoming calls to the reception desk, 
or any location in the hotel. It can also 
automatically charge all outgoing 
calls to the guest's bill. The system 
logs in restaurant and valet services, 
secretarial services, and so on, so that 
billing is quick and up-to-date at 
check-out time. 

On the management side, the 
Nixdorf system provides detailed in- 
formation, helping management to 
plan and project better, how to run the 
operation more efficiently, and how to 
maximize profits while providing even 
better service. Nixdorf supplies it all. 

In fact, Nixdorf is the only company 


in Asia which supplies the total sol- 
ution. We supply all of the necessary 
hardware, including point-of-sale ter- 
minals in restaurants and bars, and 
the digital PABX system. We provide 
all of the highly sophisticated soft- 
ware, the training, and the after-sale 
service. So, if you're running a hotel 
anywhere in Asia, you have only one 
name to remember: Nixdorf. 

Nixdorf Computer (S) Pte. Ltd. 
Regional Office Asia Pacific 
3-07-01 NOL Building 
456 Alexandra Road 
Singapore, 0511 — Tel.: 274 1100 
Telex: RS 55700 NIXREG 
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Australia, Telephone (02) 4 39 54 77 
Hong Kong, Telephone (05) 20 22 22 
Indonesia, Telephone (021) 51 Ph 16 
Japan, Telephone (03) 4 40 03 

Korea, Telephone (02) 7 35 01 s) 
Malaysia, Telephone (03) 66 03 62 
New Zealand, Telephone (09) 39 98 66 
Singapore, Telephone i ui )0 
Sri Lanka, Telephone (01): 545 
Thailand, Telephone (02 533 12 
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Canada 4.1% 
Britain 2.7% 
France 2.0% 


Other industrial | - 
countries 8.0% 





THE GROWTH OF 
SINO-WEST GERMAN TRADE 


r- Bonn: In 1983, the volume of the People's Republic 
| of China's foreign trade amounted to more than 
| US$43 billion. Despite the great geographical expanse 
| between the two countries, West Germany was 

V. * / China's fourth most-important trading partner (and its 

~ biggest in Europe) even though it trailed some dis- 
tance behind Japan, Hongkong and the United States. 

West German shipments to China fluctuate from year to year 
partly because of major orders for plant and equipment. The re- 
cord exports of DM 2.7 billion (US$868 million) in 1979 were not 
matched again until 1983. The interim decline was partially due to 
the readjustment policy adopted by the Chinese Government. 
While West Germany's purchases from China have risen steadily, 
they are still considerably below deliveries. In 1984, trade flows in 





German imports 


GERMAN-CHINESE TRADE BY COMMODITY 








both directions amounted to more than DM 5 billion for the first 
time. 

The Federal Republic imports roughly a quarter of the goods 
produced in China via third countries, above all Hongkong. About 
10% of West Germany's deliveries to China are shipped indirectly. 
There has been a marked change in the overall pattern of goods 
in Sino-West German foreign trade over the past 10 years. The 
proportion of agricultural produce among German imports de- 
clined. 

Today, mostly consumer goods are imported from China and, 
to a lesser degree, even capital goods. Among West Germany's ex- 
ports to China, capital goods predominate. The share of basic mat- 
erials and producer goods is down. More consumer goods are also 
being exported. 

The external value of 
the Chinese currency, the 
renminbi, is linked to a 
basket of several inter- 
nationally significant cur- 
rencies, including the 
Deutschemark. But the 









German exports 





1974 








greatest weight is given 








Food 

Raw materials 
Semi-finished prod. 
Capital goods 
Consumer goods 


to the US dollar. Its fluctua- 
tions over the past few 
years have been felt, even 
if they were somewhat 
cushioned by the other 





Total 


FOREIGN TRADE 
WEST GERMANY-CHINA 





(DM billion) German imports 





German exports 


1.293 
1.578 
1.159 
1.989 
2.734 
2.078 
2.286 
2.068 
2.751 
2.973 











currencies’ share in the 
basket. € 






(US$ million, 1983) 


Japan 

US 

West Germany 
Canada 

Britain 

France 

Other ind. countries 
Hongkong 
LDCs 
Comecon 
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Orchestrating 


effective Eurofinancings requires 


the right players. 


The art of choosing the right parti 


for international finance is considerably 


more complex than it used to be 


With Bayerische F'andeésbln kas your e Eu 


banker you'll get all the necessary f 


nancial resources and experience com 


bined with the personal friendliness 
and professional drive characteristi 
Bavarians. 

As one of Germany's top universal 
banks we have the financial capacity 
whatever the size of your project. Our 
branches in London, Singapore and 
New York (including our IBF and Grar 


Cayman Branch) as well as our Luxen 


^ RoOV"aric 
ICAM N ) 
, JJ 
terr ional Bankı ith Ba 


Central Office 





International S.A., Luxembourg, Tel.: 47 5911-1. Representative Offices: Toronte 


3nenner Str. 20, 8000 München 2, Tel.: (89) 2171-01, Telex: 52862 y Bra 
New York, Tel.: 310-9800: Singapore: P.O. Box 2111, Singapore 9041, Tel.: 222 69 25, Telex: RS 21445 baysin; 
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862-8840 
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material trading — the London Metal Exchange 


To discover and exploit hidden resources. 
To make raw materials available and to 
build process plants in the places where 
they're needed. To back this up with our 
experience in handling the earth’s riches 


and with comprehensive process technology 
€ 


know-how. This is our field. 
In our resource-hungry land, we've learned 
to make the best use of scarce supplies. 


Modern metallurgy 


We've therefore developed processes and 
production techniques that take into 
account the environmental problems of 
both the provision of raw materials and 
energy and the disposal of waste products. 
e idem and marketing of raw mate- 
rials; guaranteeing of energy supplies; envi- 
ronmental protection: These are responsi- 
bilities which we must al ways be aware of. 





MON GOALS. 


ław materials and energy are getting scar- 
er and more expensive. Our exploration 

or new resources and our research into new 
rocesses are therefore growing more 
mportant all the time. 

o we accept the challenge — as companies 
vith links world-wide and with common 
joals. 


The QSL process for environmentally dean metal production 





MG for raw material supplies and i 
trading, Lurgi for plant engineering i 
and contracting: Partners in the y 


Metallgesellschaft Group. 
We'll find a way. 
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Procl Fi inancing Is Vital i in West 
German Trade with China 


By Martin Kohihaussen, Member of Managing Board, Commerzbank AG 


! Frankfurt: In the foreign trade and capital flows be- 
À | tween West Germany and the People's Republic of 
i China; two different economic systems work together 
| for mutual benefit. The fact that their cooperation 
./ functions so well is proof of the high degree of flexibil- 
ity on both sides and points to a bright future. 

West Germany is very strongly integrated into world trade. More 
than a third of the country's gross national product is exported in 
the form of goods and services. Although West Germany is only a 
medium-sized country, it occupies second place in the interna- 
tional league of exporting nations, behind the United States but — 
so far — slightly ahead of Japan. 

The share of German industrial production that is exported var- 
ies greatly from sector to sector. The motor-vehicle industry, forin- 
stance, exports more than half its output. In certain branches of 
mechanical engineering, the proportion of exports to overall pro- 
duction is considerably higher. Several hundred thousand West 
German firms of all sizes take an active part in foreign trade. Large 
German firms and many medium-sized ones as well — some 
14,000 companies altogether — maintain operations abroad with 
on-the-spot outlets for production and marketing. These include 
joint ventures of the kind that now exist with China. 

The main motive for a firm going abroad is to secure its position 
in the market in question. If protectionism is on the increase, such a 
move gains even. greater significance. Today, external trade and 





ics capital flows are subject to virtually no restrictions in West Ger- 


many. This principle was laid down 24 years ago in the External 


| 





Trade Act of 1961. Therefore, foreign trade flows are regulated al- 
most exclusively by the market price structure, above all, by ex- 
change rates. 

Given today's volatile foreign-exchange markets, this system 
naturally contains elements of uncertainty for an open economy. 
For this reason, the federal goverment and the central bank have at 
their disposal, thanks to the External Trade Act, a wide range of in- 
struments for influencing capital flows in particular. West Ger- 
many's external trade system is characterised by a series of interna- 
tional agreements as well. The most important are its membership 
of the International Monetary Fund, the General Agreement on 
Tariffs and Trade and, most important, the European Community. 

Today, responsibility for foreign trade policy lies with the EC. 
This extends to the conclusion of agreements with third countries. 
Exactly 10 years ago, China recognised the EC officially by setting. 
upa representative office in Brussels. China reached a trade agree 
ment with the community in 1978. This treaty is due to bd 
lengthened and extended into a cooperation agreement in coming 
months. 

One positive feature of the EC is the joint approach to monetary 
policy. The European Monetary System (EMS), now six years old, 
has played a key role in establishing stable exchange rates, thereby 
making trade relations run much more smoothly. A further step in 
the direction of a common European currency is not possible at 
present. Nevertheless, the European currency unit, the ECU, is al- 
ready significant in intemational payments transactions. 

The far-reaching economic reforms implemented in China in re- 











BHF-BANK, one of West Germany's leading 
financial institutions, is pleased to announce 
the opening of a branch in Singapore. 


Recognized both at home and abroad for its 
quality financial services, BHF-BANK brings 
to Singapore a distinguished banking heri- 
tage that dates back over 130 years. 


The new branch - backed by the extensive 
resources of the head office in Frankfurt and 
by the combined facilities of the Bank's 
foreign network - is equipped to offer a wide 
range of international banking and finance 
services. Special emphasis is on foreign 
exchange and trade finance as well as corres- 
pondent banking. 





BHF-BANK 


BERLINER HANDELS- UND FRANKFURTER BANK 





One of Germany's leading banks 
now in Singapore. 





Another major strength of BHF-BANK is 
expertise in investment banking. The Singa- 
pore Branch will continue the Bank’s long tra- 
dition of innovation by offering new invest- 
ment opportunities to customers throughout 
Southeast Asia. 


For complete information about BHF-BANK, 
its operations, and its services, just contact us 
at: 


BHF-BANK, Singapore Branch 
Harald E. Küding and K. Rainer Schacht 
General Managers 


50 Raffles Place # 21-01 
Shell Tower, Singapore 0104 
Telephone 2 25 25 00, Telex 28 484 
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Mannesmann Demag, 









base, world-wide sales 


e 
your partner with expe- 
j rience in all matters of 
y mechanical engineering 
and plant constructi 
Pl a nt With a broad financial 
network and a future- 
oriented research and 
zs development programme 
ana « ems vii 
n Mannesmann Demag AG 








Pipe Making Rolling Mills . 

Plant and machinery for the Rolling mills tor beams, sections. 
production of seamless and and wire rod; strip and sheet 
welded tubes and pipes. mills, strip processing lines. 





Hydraulic presses. 





Warehouse engineerin 
housing systems, hand 


ten materiais handling systen 


nd components 


uck capacity mobile Cranes drills, raise cutter heads, E jeb fade and - 
road finishersup =. compressed ai : indy = 


5m paving width. 


COMMERZBANK W 


Strength in human resources in the 
right place at the right time has helped 
establish Commerzbank as a leader in 
all major areas of commercial bank- 
ing, corporate finance, and investment 
services. Over eleven decades. On a 
global basis. 

To find out how and where, ask a 
Commerzbanker. 


Hong Kong Branch: Connaught Centre, Connaught Road, Hong 
Kong, Tel.: 5-210217, Tx.: 66 400 cbk hk hx 


Commerzbank (South. East Asia) Lid. Tower 40, DBS Building, 
6, Shenton Way, Singapore 0106, Tel.: 2 23 48 55, Tx.: 27 189 cbksin 


Head Office: P.O. Box 2534, D-6000 Frankfurt/Main. 
882 branches throughout West Germany, including West Berlin. 
Branches and Subsidiaries: Amsterdam, Antwerp, Atlanta, Barce- 
lono, Brussels, Chicago, HongKong, London, Luxembourg, Madrid, 
New York, Osaka, Paris, Rotterdam, Singapore, Tokyo, Zurich. 
Representative. Offices: Bahrain, Beijing, Buenos Aires, Cairo, 
Caracas, Copenhagen, Jakarta, Johannesburg, Mexico City, Mos- 
cow, Rio de Janeiro, Sào Paulo, Sydney, Tehran, Tokyo, Toronto. 















»Ihe right 
man is the one 
who seizes the 

moment« 


- Johann Wolfgang von Goethe - 
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cent years, the stimulation of individual initiative and the further refinement of the constitu- 
tional system — especially in the field of external trade relations — are all factors that enable 
us to discern promising economic perspectives for future Sino—West German trade. 

It is a safe bet, in fact, that China will become one of the world's fastest expanding mar- 
kets, a view shared by the Chinese. In their opinion, the volume of trade with West Ger- 
many will climb to roughly US$4 billion by 1990 against US$1.6 billion last year. This target 
figure may still be a projection but it already sounds very realistic because, for one thing, 
West Germany will benefit in the longer run from its own liberal trade policy. 

The second reason is that, as Chinese industrial products become more competitive in- 
ternationally, the willingness to keep the West German market open for Chinese goods will 
become an important sales-boosting argument for German industry. China will not only ac- 
quire German plant and equipment but German expertise as well. 

With the change in Chinese industrial policy over the past few years, there has been a 
shift in focus away from the previous exclusive interest in purchasing complete plants and 
towards the import of key components and the transfer of state-of-the-art technology. Con- 
sequently, German suppliers must adapt as best they can to Chinese needs so that they are 
in a position to cater to Chinese wishes. 

West German industry, which seeks in China not primarily a customer but rather a part- 
ner, is ready to demonstrate its flexibility now, and will be in the future as well. | detect suit- 
able fields for flourishing economic cooperation, above all in the sectors of nuclear energy 
and oil and natural-gas equipment, infrastructure including motor-vehicle production and 
telecommunications. Precisely in these areas lie West German industry's strengths: up-to- 
the-minute technology, know-how and quality. 





China is an expanding econ- 
„ omy with a great deal of prom- 
i ise for the future. Significant 
projects requiring financing 
can, therefore, be expected to 
develop both in the area of 
industrialisation and energy 
development. The country pos- 
sesses some of the world’s 
largest coal deposits, for exam- 
ple, and promising new oil and 
gas fields lie both on and 
offshore. Industrial facilities such 
as paper plants, aluminium 
smelters or chemical plants also 
lend themselves to project 
financing. 

There is an additional factor 
that will make expansion and 
development through project 
financing especially interesting 
and appropriate in the case of 
China — namely, vast human 
resources unequalled anywhere 
in the world. All these pieces of 
information reinforce my belief 
that project financing is going to 
play an important role in deve- c 
loping the resources of this country. The size of these projects makes it likely that a syndicate co n om [| 
of banks will become involved, rather than just one or two banks. ce of E 

The financing syndicate should be international, bringing together the leading offi 
banks from several countries, including those that are suppliers to the project and the elo in 
host country. Perceived risk must be adequately offset through financial return to the „kfurt am Ma 
banks through an appropriate interest rate and fees. Given the first-class standing of Ci of Frat 
China, a syndicated loan in the Euromarket would be a distinct possibility for project financ- Gut Jeutstras 
ing. an 

In the China-oriented activities of German banks, my own bank, Commerzbank, plays a 6000 " 
leading role in Sino-West German foreign trade, handling roughly a third of the German west G 
exports. This is not least a reflection of the fact that some 30 years ago we were among the -— = 
first Western banks to establish business contacts with the Bank of China. Moreover, we — a 
were the first German bank to enter into an account relationship with this institution. -— 9 a a free COP 

Yet Commerzbank's role as the China-oriented bank in West Germany is not simply 
banking in the narrow sense. The bank acts as both the initiator of activities concentrating 
on China and as intermediary between the trading partners in West Germany and China. A l 
few examples demonstrate this point. 

In Frankfurt, Commerzbank extends a standing invitation to its Chinese business friends i Name 
to send junior staff for training. This offer has been taken up regularly in the past — for in- 
stance, by employees of the Bank of China. The participants in the programme are made | company 
familiar with the special aspects of business with West Germany, focusing on external trade. 

Last year, we also organised so-called Chinese open days to make it easier for our German 
business clients to cope with the practices current in the Chinese market. € 








German machinery in Chinese factory. 
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A Rich Vein of Cooperation Binds 
Germany to Australia and the Pacific 


By Dietrich Natus, Chairman of the Board of Directors, Metallgesellschaft AG 


— — —] Sydney: One of the early examples of economic co- 
operation between Germany and Australia came 90 
years ago with the formation of the Australian Metal 
| Corp. At that time, Australia's Broken Hill mine was 
seeking new customers for its lead ores and 
Metallgesellschaft. the Frankfurt-based resources and 
engineering company, was on the lookout for new supply sources 
for its lead smelters in Germany. They decided to cooperate for 
mutual benefit. 

The same convergence of interests between West Germany and 
Australia prevails today in the field of raw materials that are so 
scarce in Europe and so vital to European manufacturing indus- 
tries. But this important axis of economic cooperation is just part of 
a swelling stream of Asian-European trade that embraces such 
German specialities as capital goods, plant construction and en- 
gineering and involves many lands and markets. 

The Australian involvement of the Metallgesellschaft aroup, 
which includes the world-famous Lurgi plant-engineering com- 
pany, is a typical case. It all began with ore trading. Over the years, 
industrial-plant contracting by Lurgi developed into a second, 
equally important area of cooperation. Through investment in 
mining companies, the Frankfurt concern became involved in the 
exploration and mining of Australian ore deposits. 

At home, its smelters and refineries converted these metals into 
high-technology products like motor-vehicle pistons, nickel alloys 
or flexible packaging materials. All of these, along with transport 
and the manufacture of speciality chemicals, are activities of the di- 








versified West German 
group. which posted 
a worldwide turnover 
of DM 13.5 billion 
(US$4.34 billion) last 
year. 

Now even the steel 
industry seems ready 
to join the traditional 
cooperation between 
Australian mines and 
German ore smelting 
or processing plants 
The West German steel 
companies Kloeckner 
and Krupp are cur- 

rently planning close 
Chairman Natus. cooperation with Aus- 
tralia s CRA group in steelmaking. The Australian partner is offer- 
ing a financial commitment in the form of raw-material supplies in 
a model arrangement that opens new markets for the participants 
in third countries. 

“Cooperation with you is very much in our interest,” Metallge- 
sellschaft chairman Dietrich Natus told a gathering of the Austra- 
lian-German Association in a speech in Sydney this spring. “While 
Western Europe and the United States can no longer count on their 
economies growing as fast as they used to, the economies of the 
countries of the Australian-Pacific Basin, 


.have, for generations regarded ourselves 
; Wei in Bremen a a a asa bridge between world markets and the 
German market. As a centre for the trading of coffee, 
tobacco, cotton, timber, machinery and many other 
products, Bremen plays a part of major importance in 
international commerce. As Bremen's longest established 
bank, our task is to make sure that business abroad has 
easy access to West Germany's internal markets 
We offer all aspects of services and financial advice 
attending international trade. Our worldwide connections 
in more than 50 countries and the experience of our 
specialists together provide the basis for our international 
services. Contact Sparkasse in Bremen and you will soon 
be convinced that you've chosen the nght people to help 
you achieve business success here in Germany e 


Die NC in Bremen £3 


oreign Trade Bank since 1924 





.W.LET. Address: SBRE 


P.O. Box 10 7880 





Í Some figures 
3 on our performance 
: in 1984 


- Balance sheet total 
DM 9,7 billion 


- Due from customers 
DM 6,49 billion 


- Due to customers 
DM 6,89 billion 


- Reserve funds 
DM 0,37 billion 











including Japan, will probably arow signi- 
ficantly faster than those of the Old 
World.” 

The shifting geographical significance of 
markets will determine what happens in the 
field of raw materials where structural 
changes are under way on both the demand 
and supply sides.’ In terms of total indus- 
trial output, specific metal consumption has 
fallen considerably in recent years with tin, 
nickel and zinc particularly affected. Only 
aluminium has managed to buck the trend 
because of its low weight and corrosion re- 
sistance. 

The rise of production methods that 
economise on raw materials — notably, the 
manufacture of lightweight cars — leads to 
below-average growth in metals consump- 
tion. The proliferation of miniaturised pro- 
ducts and the fact that cheap plastics can re- 
place relatively expensive non-ferrous met- 
als in many applications also affect the mar- 
ket. 

On the other hand, Degussa, a com- 
parably sized domestic competitor to 
Metallgesellschaft that also does consider- 
able business in Asia and Australia, has 
exploited a lucrative new platinum market 
in the manufacture of catalytic motor-vehi- 
cle exhaust filters. In another precious 
metal, gold, both Degussa and Metallge- 
sellschaft are involved in an international 
consortium with the Australians developing 
the Ok Tedi gold mine in Papua New 
Guinea, the former Australian trust terri- 
tory. 

Metallgesellschaft is involved with a spe- 
cial gold-beneficiation technology being 
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tested in Kalgoorlie and is negotiating to buy into an Australian 
lithium project. Its Urangesellschaft subsidiary has taken a 10% in 
terest in the Yeelirrie uranium project of Australia's Western Min 
ing Co. A two-year-old deal between Mount Isa Mines Holdings 
and Metallgesellschaft now ensures reliable, long-term deliveries 
of zinc concentrates for the Datteln electrolytic zinc plant of the 
West German company's domestic Ruhu Zink subsidiary. Mount 
Isa, meanwhile, has taken a 50% interest in Ruhu Zink and a one 
third stake in Rheinzink, another subsidiary that makes 
ducts 

Industrialised countries like West Germany will remain in ab 


zinc pro 


In fact, the Europ: Court 
reservations about d opm sid 
Bank and the International Mo 
countries to subsid 
JS administration has inter 


lar matter. Legitimate supp 


Subsidies, protectionisn lebt 


solute terms the largest overall consumers of metals for a long time distort competition and the 
to come. But demand growth for non-ferrous metals in these lands share of the blame. West ( 
has receded to depressed levels and is unlikely to bounce back in largest trading country and 
the foreseeable future. But in the developing countries, especially posed stringent coal-import q 
those on the threshold of industrialisation, this demand is growing tic coal mines while 
much faster and new markets are opening for metals and other re such as chemicals and met 
sources But Natu id | 

The developing countries that produce raw materials are in raised in comir ears. If 


creasingly building smelters of their own in a bid to export refined 
metals that their own economies still cannot absorb. This trend 
creates a dilemma because of depressed demand in the markets of 
the industrial countries and measures taken to protect their own 
domestic smelting and refining interests. The solution, according to 
0 can be found in "new forms of cooperation between indus 
trial countries with few raw materials and those rich in raw materi 
als." The cooperation between West Germany and Australia 
proves the point 
While it is unlikely that any new metallurgical plants will be built, 
it is also inconceivable that West Germany or any other industrial 
nation will permit its modern smelters to shut down just to make 
way for imports of refined metals from emerging industrial lands 
Confronted with chronically high domestic unemployment levels, 
European governments are acutely sensitive to the threat of any 
plant closure 
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ISPO — Autumn* 

23rd International Sports 
Equipment Fair 

12-15 September 1985 


IGAFA* 

13th International Trade Fair of 
Hotel and Catering Trades 

21- 25 September 1985 


52nd MWM MODE-WOCHE- 
MÜNCHEN* 
International Fashion Fair. 


6-9 October 1985 
CERAMITEC 


3rd International Trade Fair of 
Machinery, Equipment, Plants 


and Raw Materials for the Cera- 


mics Industry 
15-19 October 1985 


SYSTEMS 
Computer and 
Communication 


28 Od.- 1 Nov. 1985 
PRODUCTRONICA 


6th International Trade Fair for 
Electronics Production 


12-16 November 1985 


MESSE MUNCHEN 


IMPORTANT DATES 1985/1986 


INHORGENTA MÜNCHEN* 
13th International Trade Fair for 
Watches, Clocks, Jewellery, 
Precious Stones and Silverware 


7-11 Febr. 1986 


ISPO — Spring* 
20 - 23 February 1986 


IHM 

38th International 

Light Industries and Handicrafts 
Fair 

8-16 March 1986 


53rd MWM MODE- 
WOCHE-MÜNCHEN* 
23 - 26 March 1986 


BAUMA 

21st International Trade Foir for 
Construction Equipment and 
Building Material Machines 
7-13 April 1986 


COSMETICS* 

23-25 May 1986 

ANALYTICA 

10th International Exhibition with 
International Conference 


3-6 June 1986 


7f INTERNATIONAL 


TRANSPORT 
International Trade Fair 
for Freight and Passenger 
Transportation 

10 -14 June 1986 


INTERFORST 

5th International Trade 
Exhibition for Forestry and 
Round Timber Technology with 
International Congresses and 
Special Shows 

1-6 July 1986 


ISPO-Autumn* 
25th International Sports Equip- 
ment Fair 


2-5 September 1986 


IKOFA" 

16th International Trade Fair of 
the Food Industry 

19 -24 September 1986 


54th MODE-WOCHE- 
MÜNCHEN* 
5- 8 October 1986 


ELECTRONICA 

12th International Trade Fair for 
Components and Assemblies in 
Electronics 

11-15 November 1986 


* For trade visitors only 
Subject to changes! 
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Information: 

Münchener Messe- und 
Ausstellungsgesellschaft mbH 
Postfach 12 10 09 

D-8000 München 12, 
Telephone (089) 51 07-0 

Telex 5 212 086 amegd, 
Telefax 5107-506 
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Backing the process of economic 
growth, promoting and funding 
business ventures, financing innova- 
tion — these, fundamentally, have al- 
ways been the objectives of our work 

And again in 1984, when we 
increased our business volume to 
more than DM 184 billion. We financed 
investments and exports of industry 
and commerce 

We emphasized our position in 
the Eurobond market by lead or 
co-managing 175 bond issues 
denominated in Deutschmarks and 
other international currencies. And 
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WestLB Group 
in DM million 1984 1983 
Business Volume 184,834 (177,432) 


Total Assets 141,494 (135,737) 
Capital 

and Reserves 3,997 (3,952) 
Operating Result 940 (949) 
Allocation to 

Declared Reserves 30 (30) 
Group Profit 17 (10) 


we also invested in our staff, in new 
technologies, and in further develop- 
ment of our products. In this way we 
maintain the high standard of our 





services which, after all, are those 
assets which can also work for your 
business initiatives. 


WestLB 


Westdeutsche Landesbank 

Head Office: Düsseldorf 

Branches: Hong Kong, London, 
New York, Tokyo 

Representative Offices: Rio de 
Janeiro, Tokyo, Toronto, Melbourne 
Subsidiaries: WestLB International S.A 
Luxembourg 

Banque Franco-Allemande S.A. Paris 








ADVERTISEMENT SUPPLEMENT 





Frankfurt Sets Pace 
Among Trade Fairs 


By Dr Horstman Stauber, Managing Board Chairman, Frankfurt Fairs 


Frankfurt: West Germany hosts three out of 10 of the 
most significant international trade exhibitions and 
seven of the top 20 West German fairs are held at the 
Frankfurt fairgrounds. This year alone, the Frankfurt 
fairgrounds expect to accommodate 26,000 
exhibitors and 2.5 million visitors. More than one- 
quarter of all the exhibitors participating this year in West Ger- 
many's commercial fairs will be making their presentations in 
Frankfurt and every other Frankfurt exhibitor will come from 
abroad. 

The international character of the Frankfurt fairs makes them an 
important worldwide marketing device. The fairgrounds are a mar- 
ketplace that imparts decisive momentum not only to German 
business but to direct dealings between foreign companies as well. 
The Frankfurt fair organisation itself is a pace-setter among inter- 

1ational exhibitions. It owes its success mainly to Frankfurt's natu- 
al geographic advantage — a central location in Europe. 

The Frankfurt fair was first mentioned in historical chronicles in 
the year 1240. A favourable location in the heart of Europe made 
Frankfurt a hub of international travel. Today, Frankfurt Airport is 
continental Europe's largest, with nearly 20 million travellers pass- 
ing through it each year. Frankfurt has direct air links to all of Asia's 
major centres. 

This unique positioning and the export opportunities that go 
with it are certainly attractive to the countries of the Pacific rim. 
More than 4,000 business specialists from Australia, Japan, New 
Zealand, Hongkong, Taiwan, Singapore, South Korea, Indonesia, 
Thailand, the Philippines and India last year attended nine interna- 
tional trade fairs in Frankfurt where wares from around the world 
were on display. These same countries also provided 650 of the in- 
dividual exhibitions. 

Japan, the leading foreign exhibitor, also topped the visitors' list, 
followed by Australia, India, Taiwan, Singapore, Hongkong. 
South Korea, Thailand, New Zealand and the Philippines. Trailing 
Japan among the exhibitors 
were India, Taiwan, Thai- 
land, Hongkong, the Philip- 
pines, Indonesia, Australia, 
South Korea, Singapore 

nd New Zealand. 

A glance at the fairs that 
industry chooses for its dis- 
plays and the ones profes- 
sional traders come to see 
provides insight into the 
array of products typical of 
Asian and Pacific countries 
as well as the market de- 
mand there. This interest 
naturally peaks with the In- 
ternational Frankfurt Fair 
held every spring and au- 
tumn, the world's biggest 
exhibition of consumer 
goods. Also popular are the 
autumn Interstoff fair, the 
international trade fair of 
clothing and textiles; the 
Frankfurt Music Fair, the in- 
ternational speciality fair for 
musical instruments, orch- 
estral electronics and music 
accessories, and the spring 
Interstoff fair. 

Further down the list 
come Automechanika, the 


~~ 
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The Frankfurt fairgrounds. 


international trade fair featuring motor-vehicle parts and acces 
sories and equipment for automotive repair shops and service sta 
tions; the Heimtextil international trade fair for upholstery and 
household textiles; the ISH international trade fair for heating, air 
conditioning and plumbing, and the IFFA international meat and 
butchers’ trade exposition. 

The professional fairgoers obviously have somewhat different 
priorities, though the international Frankfurt Fair in the spring still 
tops the list for Asian visitors. This is followed by Heimtextil and 
IFFA. Next come Automechanika, the autumn International 
Frankfurt Trade Fair, both Interstoff exhibitions, the ISH and the 
Frankfurt Music Fair. The numbers of visitors, exhibitors and 
speciality fairs demonstrate the great importance the Frankfurt fair 
organisation places on business from the Asian and Paci 
region. 

It is no accident that the Frankfurt fairgrounds have chosen to 
feature the Asian and Pacific countries in a special thematic exhi 
bition scheduled for September. New Zealand, Australia, In 
donesia, Singapore, Thailand and India will be the subject of spe 
cial fairground press conferences and promotional presentations 
to boost regional awareness of the Frankfurt fairs and the valu« 
they have for the Asian economy 

The evolution of the Frankfurt fairs in recent years and prepara 
tions for the future are noteworthy. In a nutshell, the fair has 
evolved from a big annual bazaar into a series of specialised exhibi 
tions. A sort of universal exhibition prevailed in the field of capital 
as well as consumer goods at the fairgrounds as late as the 1950s 
A clientele that in terms of their economic relevance and business 
qualifications could only be vaguely described as fairgoers came at 
appointed times in the spring and fall. The prevailing emphasis on 
general-interest presentations forced many businessmen to seek 
out numerous exhibitions in order to cover all the products avail 
able in their own increasingly specialised markets 

Meanwhile, the trend towards speciality exhibitions was grow 
ing, nudged along by 
strategists of the Frankfurt 
fair organisation. Such con 
siderations have caused 
Frankfurt to restructure its 
fairgrounds. Since 1980 
Frankfurt has spent around 
US$180 million to restruc 
ture its fairgrounds in keep 
ing with the evolving market 
concept and presentation 
mode. These structural 
changes, reflecting the or 
ganisational requirements 
of market segmentation 
were completed by the end 
of 1984 

Besides a more tasteful 
functional and comfortable 
arrangement, the most im 
portant result of the im 
provements has been the di 
vision of the fairgrounds into 
three autonomous spheres, 
each one tailored to the 
space requirements of the 
mast frequent exhibitions 
The recent efforts of com 
peting fairs to make similar 
changes have confirmed 
Frankfurts assessment of 
the market's need. € 
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German Shippers Know How to 
Deliver the Goods 


[ Bremen: Far Eastern exporters need all the help and 
advice they can get when it comes to delivering a cargo 
of goods in top condition to the finicky European and 
West German markets. Fortunately, such expertise 

N _/ often comes with the territory because many West 

“~~~ German shipping concerns also offer international 
consulting services to their foreign clients as a matter of course. 

One such company with a long tradition in organising highly 
sophisticated transport requirements is Wuerfel International of 

Bremen. Wuerfel is represented nearly worldwide, runs its own 

fleet of super-jumbo container trucks in Europe and is able to or- 

ganise sea and air transport requirements along with related logis- 
tical details. A university-trained staff of international transport spe- 
cialists under the seasoned direction of Prof. Dr Heinz-Juergen 

Scheibe handles Wuerfel's consulting and develops efficient 
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Imported cars unloading at Bremerhaven. 






strategies for manufacturers and wholesalers competing in the very 
discerning German market. 

Wuerfel's base of Bremen, and the nearby city of Bremerhaven, 
are numbered among West Germany's seven duty-free ports 
where goods in transit can be stored indefinitely without levie 
The other West German ports offering the same advantage 
foreign exporters are Hamburg, Cuxhaven, Emden and Kiel, the 
only one of the seven — Hamburg has two — not located on the 
North Sea or its estuaries. 

Bremerhaven, at the mouth of the Weser river, has Europe's 
largest coherent container-shipping terminal as well as Europe's 
No. 1 port for the transshipment of automobiles. Bremen is a giant 
commodity centre, handling nearly 60% of West Germany's in- 
coming raw tobacco, more than 40% of its coffee and a major 
share of the country's cotton and wool imports. 

Hamburg, on the Elbe river, is Germany's biggest and oldest 
free port, with a tradition going back to a charter granted the city in 
1189 by the Emperor Friedrich Barbarossa. The Hanseatic city's 
16 km? Old Harbour is entirely customs free and a newer duty-free 
terminal has been built nearby at Waltershof. 

Lufthansa, the West German airline that ranks fourth in the 
world in air-cargo movements, is also well prepared to meet the 
needs of Far Eastern exporters with its giant new cargo centre at 
Frankfurt, Europe's busiest airport. The Far East, Lufthansa's third 
most-important cargo destination or origin after Europe and North 
America, is also the company's new cargo-business growth leader, 
according to the airline's 1983 statistics. 

Far East cargo volume in 1983 rose 40% to 29,217 tonnes in- 
bound to West Germany and 37% to 25,330 tonnes outbound. 
Lufthansa B747s ply the company's once-a-week Hongkong 
freighter route. @ 
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'o doubt at all. When it comes to home entertainment electronics, the name is NO NDE. This world famous German brand means innovati 

uality, sophistication, design, reliability Any and every aspect of technology has been conside 
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INDUSTRY 


Hi-tech and noodlemakers, 
continuity and change 


By Margaret Sullivan in Singapore 


I? the shadow of Goldhill Tower, one 
of Singapore's more distinctive high- 
rise buildings, Haji Ahmad makes 
capal (traditional Malay slippers) in a 
converted chickencoop. Although he 
was apprenticed in the trade as a 
young man, formerly his main occupa- 
tion was as a prison guard and he 
turned out capal on the side. Now in his 
retirement he does it full-time. 

As he has done for more than 20 
years, 77-year-old Wong Yu Pui ham- 
mers together wooden stools on a foot- 
path in Chinatown. Five years ago, K 
Samynathan added garland stringing 
to his sundries business in response to 
the increased demand from the repub- 
lic’s growing number of Indian 
families. Fong Khai Wah, 35, and his 
younger brothers fabricate automobile 
number plates and plastic signs, a 
business that started in the 1960s in 
one side of the family provision shop 
and now occupies the old shophouse on 
Middle Road and a "flatted factory" in 
Ang Mo Kio. Although she is illiterate, 
Chan Sai Loey runs a small "factory" 
that makes women's shoes by hand, en- 
abling her to contribute to the support 
of her family and care for her children 
at the same time. They are among the 
more than 150 hand workers inter- 
viewed for a three-year study of this 
sector of life in Singapore. 

Cottage industries are alive, well 
and surprisingly productive in aggres- 
sively hi-tech, high-rise Singapore. 
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This sounds like a contradiction in 
terms. Yet, throughout Asia and par- 
ticularly in Singapore, this contradic- 
tion is imbedded in the rapid process of 
urbanisation and technological 
change. Individually, the people in- 
volved are interesting, exotic or mun- 
dane, but insignificant. Viewed collec- 
tively, they reflect the human face of 
change — and continuity. 

In part, these living cottage indus- 
tries reflect the uneven nature of rapid 
development: the need — and desire — 
of older people to maintain their liveli- 
hood as the society changes around 
them, and the continued need and de- 
sire fortheir products by Singaporeans 
amid the same accelerating social 
change. Even so, more broadly and of 
longer-term importance, they are an 
active part of the complexly inter- 
locked traditional/modern spectrum 
of Singapore's economic and social 


system. To speak of a modern sector 


and a traditional one is too neat a divi- 
sion, ignoring the many people still 
with a foot in both camps. 

Perhaps 60,000 Singaporeans — 
nearly 19% of all workers engaged in 
manufacturing — earn their living in a 
variety of micro-manufacturing enter- 
prises, according to 1982 figures (the 
latest year some of the necessary data 
was collected). To the degree that it can 
be measured against earlier figures, 
and contrary to the common assump- 
tion, this sector appears to be holding 
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family and manager p 
boss is often an older màn, but several 
generations, both. men and women, 
| may participate. Many establishments 
also have younger workers. The work- 
ing language is almost invariably a re- 
gional Chinese dialect, though there 
are Mandarin and English speàkers 
among them. 

-The workers’ level of education var- 
ies considerably. Many older workers 
may» have little formal learning, 
though others are well-educated for 
their generation. Many of the younger 
ones have not done particularly well in 


two main externál pressures on 


amily businesses are the lack of 
rkers willing to enter and learn the 
and the overall economic crunch’ 
ised by resettlement and the con- 
uent drastic increase in rent. In the 
s of one businessman: 
ll be perhaps $$4,000 [or US$1,818 a 
nth]. Our present rent [in a rent- 
olled shophouse] is S$60 for the 
yphouse, S$140 for utilities —S$200 

nth total. We are just a small family ` 





8 good reasons why investing in 
~~~ the NorthofEngland is — 
the nearest thing to a bed of roses. 


ES Fisher Price 


And from Hong Kong, knitwear, garment, plastic packaging 
& industrial glassware manufacturers. 





These are just eight of the companies, headquartered around the 
world, that currently enjoy the substantial benefits of locating in 
the North of England. Among these benefits, which apply equally 
to smaller companies and to multinationals are: 





Great Financial Benefits 
Substantial cash grants and financial incentives towards start-up 
costs, including possible rent and rate free periods. 







Excellent Communications 
First class port and airport facilities, a highspeed motorway system 
and an integrated rail network to facilitate distribution. 






A Vast Affluent Market 
A central location in the U.K. and direct tariff-free access tó 
the EEC, the largest trading area in the world with a population of 
some 260 million. 










Abundant Labour 
A wealth of skilled and unskilled labour and a history of 
excellent labour relations. 








If you'd like to know more, and get more information on your 
industrial sector, please contact Bill Welton at NEDC's Far East 
` office in Hong Kong, or Chris Fraser at NEDC's headquarters in 
Newcastle. We'll also send you a recent survey among American 
COn of their experiences in the North of England. 

















i ie. Tam interested in india out more about why so many 
ternational companies have established plant in the North of 
England. And how locating there will benefit my company 
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ce or through a sense 


the young stay in the 

family business depends on à variety of 
actors. It is-comimon to find parents 
making incense or working as 
goldsmiths and children specialising 
in computers. Singaporean crafts- 
trades people háve demonstrated no 
sentimental. attachment to their own 
skills. “We are pr al people.” Their 
aspirations for the dren are over- 
whelmingly: that they should get an 
education rather than learn the trade. 
Even among people who have followed 
their father’s and grandfather’s line 
and get considerable satisfaction from 
it, there is nota determination that the 
children should follow. 

If the child “can’t study well” or “if 
he has interest,” then parents say that 
they would like to have the child come 
into the family business, but. not if he 







































JOURNALISM 


Outlet for "m " 
important ninth 


By Mary Lee in Peking 


he extent to which *a hundred 

schools of thought" can ‘really 
flourish in Dengist China is debatable. 
After all, it was elder statesman Deng 
Xiaoping himself who ended the. Pe- 
king Spring which had sprouted the 
Democracy Wall in 1979, and Deng al- 
lowed the 1983-84 anti-spiritual pol- 
lution campaign to be mounted. Public 
criticisms, by party and non-party 
members, are generally confined to 
safe topics — those which are set by 
party leaders, such as “unhealthy ten- 
dencies," conservatism or remnant 
leftism. Not much dissent is voiced 
about the route the country is taking to 
lift itself from backwardness into 
modernity, let alone criticism of the 
country’s leaders. 

The unwritten but undisputed rule 
appears to be “speak your mind, but 
once a decision is adopted by the party 
central committee, everyone should 
put their weight behind it." This is 
what the party calls "democratic cen- 
tralism." Against this backdrop, a new 
non-communist party ^ magazine, 
Popular Tribuneappeared in Peking in 
April. It is edited by the officially rec- 
ognised China Democratic League —— 
the largest of eight democratic parties 
in the country — but is not theleague's 
organ, said its general editor, Yu You. 

The magazine’s guiding: principles 
are selected from the Chinese Com- 
munist Party's basket of slogans: the 
four basic principles (of upholding the 
socialist road, the people's democratic 
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has a brighter prospect. Sociologist 
Chua Beng Huat points out that “can't 
study well" often means having few 
skills that are readily marketable as 
more than unskilled labor in a hi-tech 
economy. Therefore, unless a younger 
family member can. earn more than 
about S$800 on the outside they are 
often absorbed into the family busi- 
ness. If the business is doing well — 
and many are — then there is a need for 
the extra hands and filial obligation is 
brought to bear to keep younger people 
in "the line." 


irroring a wider Singaporean per- 
ception reinforced with first-hand 
knowledge, the young in these families 
often view their parents' or grandpa- 
rents' trades as "boring," "dirty," 
"old-fashioned," “low class," and, 
though they do not say so in so many 
words, consequently vaguely embar- 
rassing. 
While in the aggregate, cottage in- 








Hu: freedom of creation. 





dictatorship, the leadership of the 
communist party and  Marxism- 
Leninism and Mao Zedong thought), 
letting a hundred flowers bloom and a 
hundred schools of thought contend, 
emancipating the mind and seeking 
truth from facts. 

According to Yu, the magazine has 
the support of the Ministry of Culture. 
Its aim is to serve the needs and reflect 
the views of intellectuals — a classifi- 
cation which encompasses all who 
have received tertiary education. In 
Dengist China, intellectuals are no 
longer “the stinking ninth category" 
but are “the most important ninth" 
(section of the central committee's de- 
cision on the reform of the economic 
structure). Despite the obvious limits 
to dissent or free expression, Yu and 
his colleagues clearly feel that there is 
still a role for non-communists in 
China today. “It is well worth it for in- 
tellectuals to use their brains, offer ad- 
vice [on the country's reforms] and 
ruthlessly expose and castigate out- 
dated ideas and nasty social 
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dustries in Singapore are evidently in- 
creasing, particular trades may be fad- 
ing out, holding their own, or growing, 
based variously on a combination of 
changes in technology, the market, the 
availability of workers with the neces- 
sary skills and the effect of resettle- 
ment on the business. A noodle- 
maker’s daughter assumes that in 10 
years the trade will be overtaken by 
mass production. However, when Mak 
Kee Chan Brothers opened decades 
ago they were the only ones producing 
shoe lasts in Singapore. Responding to 
a growth in shoe manufacturing, sev- 
eral other shops — reportedly depend- 
ing partly on foreign labour — have 
opened in terraced factories in the past 
few years. |; 

Currently, some 80% of the furniture 
purchased in Singapore is made in the 
republic, mostly in small-scale family 
factories. Many of the trades engaged 
in making products for religious and 
ceremonial use — particularly the fun- 


phenomena such as extreme leftism, 
bureaucracy and individualism,” de- 
clared the magazine in its foreword. 

Yu added: “If one hundred flowers 
were unable to bloom in the past, now 
is the time to let them do so. The envi- 
ronment for intellectuals has been im- 
proving since the third plenary session 
of the 11th party congress [1978]." The 
current party dictat — respect knowl- 
edge and talented people — together 
with Deng's view that “a revolutionary 
party must not be afraid of the people's 
voices and the most terrible thing is 
quietness on all fronts" serve as the 
motto of the Tribune, the Chinese 
name of which (Cun Yan) means voice 
of the masses. 

Such endorsement on the current 
leadership's policies seem insignific- 
ant in an authoritarian state run by 
communists. After all, the eight demo- 
cratic parties with their total member- 
ship of about 83,000 are all “patriotic 
united front organisations led by the 
communist party" and headed by oc- 
tagenarians. The fact remains, how- 
ever, that the Tribune's supporters are 
intellectuals who have been perse- 
cuted in the past as “rightists,” among 
them eminent Chinese anthropologist 
Prof. Fei Xiaotong. Their views are ac- 
tively sought by the communist leader- 
ship who seem to recognise that 
neither they nor Marxism-Leninism 
and Mao's thoughts have all the 
answers to all. of the country's prob- 
lems. it 


posa Tribune is the first Demo- 
cratic League publication since 
1957, when its newspaper Guangming 
Daily was closed in the anti-rightist 
campaign and taken over by the com- 
munist party. Today, the Guangming 
Daily continues as a communist party 
newspaper for íntellectuals. 

Yu attaches, ficance to the in- 








- CÓ" 


eral trades — are finding business bet- 
ter than ever. 

Nonetheless, the common percep- 
tion is that these are vanishing trades. 
In Singapore's burgeoning modem 
economy with its outspoken emphasis 
on high-technology and high values 
added industries, it is natural to supe 
pose that those cottage industries still 
around are dying remnants of a rapidly 
passing, only occasionally lamented 
way of life; that they are theredundant 
living past. Some of them may be that 
but not all. A further common assumpe 
tion about the smallest of the cottage 
industries is that they are a last resort 
of poor people to eke out a living bez 
cause they have no alternatives, Howe 
ever, more often than not, these busis 
nesses provide the livelihood for the 
entire family. For some, it is a simple 


living, for others quite good. When 
asked: "How's business?" the common 
response of people in these trades 1$ 
“Can survive, la." a 





creasing number of intellectuals who: 
have joined the commanist party and 


the non-communist intellectuals who — 


have been appointed to the Chinese 
People’s Political Consultative Con- 
ference, the body which complements 
the country’s legislature. 

The contents of its first issue (cireu- 
lation 60,000) constitute a vocal lobby 
for teachers, with articles by 
academics complaining about the low 
status of education in the country. Ac- 
cording to the magazine, 2-3,000 
teachers were beaten up in Sichuan in 
1983 and more than 1,000 have left the 
teaching profession in Shanghai. Prof. 
Zhao Jinsheng of Tianjin University 


| 
| 
1 








questioned the development strategy | 


of the Tianjin municipal government 


which was spending huge amounts to 


build a cultural street but none on im- 
proving the poor conditions of schools; 
Prof. Tao Dayong of Peking Normal 
University (the teachers' training col- 
lege) complained about the fact that a 
dumpling seller at Fudan University in 
Shanghai earned more than a first- 
grade professor. 

The vanguard of intellectuals — the 
writers — are also in support of present 
policies, especially the one handed 
down by Hu Qili of the party see- 
retariat at the fourth writers’ congress 
in January which said there should be” 
freedom of creation. In an article dis- 
cussing the “great change” in the writ- 
ers’ congress, leading writer and com- 
mentator Liu Binyan, questions, how- 
ever, whether the freedom of creation. 
poliey can be carried out. Liu main- 
tains there are obstacles, and that “the 
common view of writers is that the in- 
fluence of leftist dogmatism is still 
fairly significant in literary and artis- 
tic circles.” Struggles are still needed, 
he concluded — a prognosis which. 
applies to the fledgeling schools of 
contending thought. 
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he Iron Triangle by A. James Gregor 
and Maria Hsia Chang. Hoover Book, 
Hoover International Studies, 1984. No 
: price given. 


'he US-South Korean Alliance edited 
by Gerald L. Curtis and Sung Joo Han. 
exington Books, 1983. No price given. 


hirty-two years ago next month, one 
of the bloodiest wars in Asia since 
45 ended inconclusively through the 
igning of the Korean armistice agree- 
nent at Panmunjom. Killing some 4 
illion Koreans from the North and 
th, a large number of Chinese “vol- 
ers” surging across the border in 
‘human waves,” it was a costly war 
at claimed 24,000 American lives in 
le and at least US$20 billion in ex- 
nditure before the guns fell silent. 

And yet, a full generation after- 
rds, what is curious about this con- 
ctis that, at least to rest of the world, 
has been largely ignored, except by 


ninsula. While Vietnam has pro- 
ked a plethora of introspective writ- 
s both on academic and popular 
els, the questřon of an “unfinished 
' in Korea has remained cloistered 
thin the realm of a few Asian scho- 


ike the rainy-season thunders in 
y rumbling over the hills and val- 
s along the 155-mile demarcation 
e, however, occasional firefights 
d other serious forms of brinksman- 
p — such as the 1968 seizure of the 





POLITICS 


Views of an unfinished war 


US intelligence ship Pueblo, or the | 
axe murder by North Korean guards at 
Panmunjom of two American army of- 
ficers in 1976 — remind the world that 
the war in Korea is far from over. In- 
deed, these incidents have dramatised 
Korea as a permanent tinderbox in 
Asia capable of developing into a new 
major conflagration involving the 
superpowers. For it is in Korea that 
China and the Soviet Union, the US 
and Japan all have long-term security 
investments. 

This great power confrontation is 
sharpened by the fact that together 
both sides have more than a million 
men under arms across the heavily for- 
tified "demilitarised zone." Each side 
spends something like US$4 billion a 
year in an arms race which has been 
continuing for more than three de- 
cades. 

The chapter dealing with the South 
Korean security in The Iron Triangle 
makes sobering reading. Towards the 
fateful year of 1950, the US.— preoc- 
cupied by events in Eastern. Europe 
and Mao Zedong's triumphs in China 
— was hardly aware of strategic im- 
portance of the Korean peninsula. A 
yeàr before, a small number of Ameri- 
can troops originally dispatched from 
Okinawa to accept Japan's surrender 
south of the 38th Parallel had been 
withdrawn. Dean Acheson's Asian de- 
fence parameter had swept a wide arc 
from Taiwan to Japan and the Philip- 
pines, leaving out South Korea. 

When the blitz invasion started early 





on a Sunday/ morning with North 
Korea fielding seven divisions and 150 
tanks, it was not only South Koreans 
who were stunned. John Foster Dulles 
saw the aggression as part of Stalin’s 
global test of the Western resolve; 
within a week's time, then president 
Harry Truman committed a full 
strength of the US military to Korea. 

One unresolved question hanging 
over the Korean history is w hether it 
was indeed “Stalin's war.” In 
Khrushchev Remembers, the late 
soviet premier tended to turn the 
blame for starting it on President Kim 
I| Sung who, he recounted, visiting 
Moscow earlier, had assured the Soviet 
Politburo members that North Korean 
troops would be welcomed by their 
"oppressed southern compatriots." 

A. James Gregor and Maria Hsia 
Chang agree — "That military adven- 
ture of Kim Il Sung was apparently oc- 
casioned by domestic pressures (in- 
tense rivalry within the Korean Work- 


| ers' Party in the North, complicated by 


the urging of South Korean-based 
guerillas who had influential suppor- 
ters in Pyongyang), which, combined 
with Kim Il Sung's commitment to an 
early reunification of the Korean 
peninsula, precipitated the war that 
cost so much in terms of Korean, 
Chinese, and US lives and money." 


he Iron Triangle attempts to link 

South Korea's peace and security 
with that of Taiwan and Japan — the 
thriving non-communist trio in the 
western Pacific that have risen from 
the ashes of war. In their preoccupa- 
tion with economic development of the 
three countries, however, the authors 
seem to lose sight of the rapidly chang- 
ing power configuration brought on by 
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US MPs and North Korean guard at Panmunjom: strategic themes. 


the Sino-US detente, and China’s 
modernisation. Recommending the US 
to turn Taiwan into an “impregnable 
aircraft carrier” by up-dating the is- 
land's military capability, they seem to 
have little to offer in the way of a poli- 
tical evolution to the Taiwan issue. For 
instance, what implications would 
1997 in Hongkong have on Taiwan. 

A total of nine papers presented in 
The US-South Korean Alliance simi- 
larly focuses on strategic themes, one 
of which is a lucid piece entitled "The 
Dynamics of the Korean Connection" 
by James William Morley. His theory is 


1930, the treaty was ratified and went 
into effect. 

The treaty did not alter sentiments 
however, as events quickly demons- 
trated. Hiroharu Seki describes the 
events leading up to the Manchurian 
Incident of 1931 (introduction by 
Marius B. Jansen). The Kwantung 
army was not about to let naval limi- 
tations interfere with its plans for 
Manchuria, Mongolia and China. 


s the army's most voluble theorist 
Kanji Ishiwara said: "There is 
nothing to worry about. Japan is truly 
a divine nation. As a maritime nation, 
it is a natural fort strategically." He 
also believed “the Chinese will ulti- 
mately welcome our political control 
of their country." Both assumptions 
turned out to be wildly optimistic. 
Seki's purpose is to show why and 
how the Mukden incident was en- 
gineered, and in strategic terms, why 
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that achievement of mi- 
litary parity between 
the North and South 
will hardly lead to any 
solution as it would 
raise the second 
of parity among patron 
superpowers behind 
Seoul and Pyongyang 
Powers want buffers 
while the two Koreas 
want unification. 


n a political level, 

however, the intro- 
ductory piece by Gerald 
L. Curtis candidly 
examines some signifi- 
cant misconceptions 
held by each side in 
appraising the alliance 
shaped in wartime. “The 
(US-South Korean) al- 
liance is yet to be mark- 
ed by the depth of mu- 
tual awareness, the de- 
gree of commitment to 
common values, or more 
simply, the sense of 
community that charac- 
terises the United States’ relations 
with its allies in Europe or Japan,” he 
says. 

Certainly, South Korea has to as- 
sume a large share of blame for this de- 
plorable state of affairs as it has con- 
sistently failed to comprehend the po- 
litical processes and thinking in Wash- 
ington, especially after the Vietnam 
debacle. For decades, Seoul's percep- 
tion of the alliance has been governed 
by a set of simplistic ideas that its 
fabric could be sustained by South 
Korea providing first, political stabili- 
ty (at all cost) and secondly, economic 


China, was thought to be worth the 
enormous effort. The Japanese army 
believed that uncontested control of 
Manchuria and Mongolia was neces- 
sary both for Japan's economic and 
military survival. But this required 
the civil war in the south to be con- 
tained. When for a number of 
reasons, including the “unenviable 
record of crudity and mendacity" of 
Japanese field commanders, this 
ceased to be possible, hostilities 
spread, and Japan slowly sunk into 
the quagmire of land war. 

Clearly, as Akira Iriye points out in 
his introduction to Toshihiko 
Shimada's "The Extension of Hos- 
tilities, 1931-32," “this was but dimly 
anticipated." Despite such doubters 
as Adm. Isoroku Yamamoto, op- 
timism and faith in the Japanese 
spirit were in plentiful supply. No- 
thing else was however, and therein 
lay Japan's predicament, for national 


| survival was not imaginable apart 
| from expansion into the resource 


| there appeared to be no viable alter- 





Issue 





development leading t« 
of the defence burden b: 
late president Park Chung Hee 
many other 
realised, even after considerabl 
age to themselves, is 
more than these to sustain a 
For example, US-South Korean re- 
lations were significantls undermined 
by allegations of Park's agents br ibing 


policymaker: lave 


that it t 


lhanee 


| certain US congressmen in the hope of 


| These wrong-doings « 


| in South 


| tion figures charge is an unfort 
| stepchild of an alliance 


| then either to avow, or acknowledge 





buying their influence Ko- 
rean issues such as troop v 


nfi: 
Om 


on major 
thdrawa 
| what 


one-dimensional 


might be termed a 
thinking on the part 
leaders in dealing w 
chief protector. Charges humal 
rights violations or controversia 
tivities in the US by age iw 
then known as the Korean tral I 
telligence Agency plagued th« 
with the resulting blackening of S 
Korea's image in the US 

These themes recur in man 
articles presented, yet surprisingh 
none deals with them 
depth. Prof. Sung Joo 
review of the Korean 
the alliance should 
these issues in mori 
treats them only in passing f it wi 
a nightmare that both sid: hould 
forget rather than learn fror 

Nor, for that matter, does | xplore 
the background of a new t 
praisal of the alliance by intellect 
Korea in the wake of thi 
emergence of President Chur 
Hwan's regime, whic! 


of South Korean 


ith th 


illianes 
uth 


al let 
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perspectives of 
a 
di 


t but he 


mans 


from its fundamental ci itment to 
safeguarding democratic 


from the North 


mit 
tit 


— SHIM JAE HOON 





rich regions of Asia, Yet, as lriye 
points out, given the world economic 
crisis and the Western powers' con- 
servative policies in the Far East, 


native to force. At this time, ideology 
was the province of dreamers. Only 
later was the goal of a Greater East 
Asia Co-prosperity Sphere conceived 
for its public relations value. The 
military was effectively making na- 
tional policy through its routine fait 
accompli, which the government had 





that the army was not under civilian 
control. 

Apart from the introductions, 
which constitute 15% of the book, the 
text is ponderous. Nevertheless, stu 
dents of international relations and 
Asian history will find it worth wad 
ing through. — ROBERT A. BROWN 











By Philip Bowring in Hongkong 

t was more than just a bank collapse; 
! it was the end of an Asia-spanning 

commercial empire created by the 
late Chang Ming Thien. And possibly it 
marked the end of an era. On 7 June, 
the Hongkong Government took over 
Overseas Trust Bank (OTB) shortly 
after it had been declared insolvent. 

Financial Secretary Sir John Brem- 
ridge told the Legislative Council, or 
Legco, that the acquisition could cost 
the government HK$2 billion (US$256 
million), saying that not only had 
shareholders' funds of HK$1.4 billion 
been lost but that depositors might 
otherwise have got only 70 cents in the 
dollar of their money back. As it is, 
shareholders are highly unlikely to see 
their money baclg He said the insol- 
vency appeared to be due to criminal 
activity rather than simply imprudent 
mismanagement. 

Several hundred million Hongkong 
dollars had been siphoned out of the 
bank over a period of years. Several 
people have so far been charged with 
various offences. They include Patrick 
Chang Chen Tsong, son of the founder 
and head of the bank's executive com- 
mittee, who was arrested at Hongkong's 
Kaitak Airport, the assistant to the 
managing director, Andrew Yeoh Eng 
Hua and credit-card manager Leow 
Tshun-lin. The founder's widow, Madam 
Goh Sean Looi, also was arrested. 

The OTB episode, coming so soon 
after the collapses of Hang Lung and 
the deposit-taking company (DTC) 
Dollar Credit, and a fistful of lesser 
DTCs, again raised questions about the 
propriety of management of some 
family-run financial institutions. By 
the same token, it was sure to speed up 
the introduction of much tougher reg- 
ulation of banks and DTCs. 

Ironically, the more vigorous inves- 
tigative approach introduced by the 
new -Banking Commissioner Robert 
Fell when he took over in late 1984, 
may have been responsible for OTB’s 
huge deficiencies being finally, unco- 
vered. They had successfully eluded 
the attentions not only of earlier 
examinations but also of its auditors, 
Coopers and Lybrand, for quite a 
while. It remains to be seen whether, 
now that the public is footing the bill, 
there will be public pressure for Coop- 
ers to justify its past audits. 

The insolvency brought to a close 
one of the most remarkable chapters in 
the copious annals of Overseas Chinese 
enterprise in this region. OTB was 
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The dramatic OTB collapse caps an era of dubious dealing 
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Leow outside court; Patrick Chang: the end of the empire. 
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more than just Hongkong's third- 
largest privately owned banking group 
(after Hongkong and Shanghai Bank- 
ing Corp. and Bank of East Asia). It 
was the centrepiece of an immensely 
complex, highly secretive coalition of 
business interests spanning Malaysia, 
Thailand, Indonesia, Singapore, the 
Philippines and Taiwan as well as 
Hongkong. That empire had been 
gradually breaking up since founder 
Chang Ming Thien died in 1982. 


his is the end of the empire, but it 
z may not be the end of the story. It 
remains to be seen whether the 
problems spread. A lot of names are, 
or have been, linked to OTB and the 
Chang group. But that does not imply 
any losses other than those owners of 
shares in OTB have suffered. OTB's 
direct shareholding connections are 
relatively few. Singapore's United 
Overseas Bank has 5.75%, which is a 
loss but not a very serious one. In Thai- 
land there were at first. worries about 
the consequences for International 
Trust and Finance (ITF) because of its 
OTB link. But the OTB holding is only 
9%. 

More obscure, however, is the im- 
pact on a variety of Southeast Asian 
interests who had stakes in OTB 
through intermediary companies, in- 
cluding its holding company Interna- 
tional Consolidated Investment. Ltd 
(ICIL), or other links with Chang Ming 





Thien's late empire. A rough idea of 
these can be gleaned from the list of di- 
rectors of OTB and ICIL, which in- 
clude Malaysians Saw Choo Teng, Peh 
Kong Wan, Gan Teck Yeow and Chung 
Chiu Fat. Also on the list are Chuan 
Ratanaraks of the Bank of Ayudhya 
from Thailand, Leo T. H. Lee and Li 
Loke Tai from Hongkong, and George 
M. K. Lee from Indonesia's Panin 
group, whose Hongkong-quoted Panin 
Holdings shares several directors in 
common with the OTB group. 

The collapse came as a bombshell to 
the Hongkong market, occurring (un- 
like Hang Lung) at a time of rising 
property and share values and high 
liquidity in the money market. But 
close observers of what has been going 
on at the Chang Ming Thien empire 
since the death of the founder, and 
subsequently of some close associates, 
may not have been quite so surprised. 

The first signs werethe Dollar Credit 
ind Hang Lung collapses. These com- 
panies were closely related to each 
other, and indirectly to OTB. One went 
suddenly and spectacularly bust, 
owing HK$600 million as a result of 
apparent criminal activity; the other 
withered more gradually as a result of 
injudicious property lending, some of 
which was to parties closely related to 
senior officers of the bank. 

The Hang Lung case is perhaps criti- 
cal because it shows how only Chang 
Ming Thien could manage this com- 


20 JUNE 1885 e FAR EASTERN ECONOMIC REVIEW 





plex web of relationships. Immediately 
after his death, infighting broke out 
between the Chang family camp and 
the camp of OTB's then vice-chairman, 
Filipino financier Johnny Cheng, who 
controlled Hang Lung, which had been 
a subsidiary of OTB until 1975. The re- 
sult was that the Cheng interests dis- 
posed of their stake in ICIL, while 
Chang interests left the Hang Lung/ 
Dollar Credit/World-Wide Properties 
group. 

Quite what links there were between 
these moves and the deficiency of Dol- 
lar Credit (to the tune of several 
hundred million dollars), and the col- 
lapse a year later of Hang Lung can 
only be surmised. But even closer to 
OTB other things began to fail. In 
January 1984,  Hongkong-quoted 
Goodyear Estates went bust. Goodyear 
was the vehicle of Pang Kwok-chan, a 
close associate of Chang Ming Thien. 
He was on OTB's board and Chang was 
on Goodyear's board. Pang died in 
March 1983. 

Goodyear Estates went bust as a re- 
sult of default by its parent, privately 
owned Goodyear Investors, on loans of 
HK$380 million made to it and related 
companies by Advance Finance, a 
Hongkong DTC subsidiary of 
Goodyear Estates. Such incestuous 
lending practices appear to have been 
common to Chang group companies. 
But quite why Goodyear went under is 
obscure, and can perhaps best be 
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explained by the breakdown of busi- 
ness relationships following the deaths 
of Chang and Pang. 

On the face of it, Goodyear Investors, 
like the Chang group itself, should 
have been flush with cash. In 1981,at a 
time when stock and property markets 
were buoyant, Chang had sold his 51% 
theoretical control (in practice control 
belonged to Malaysia's Pernas) of 
United Malayan Banking Corp. 
(UMBC — which he had founded) to 
Multipurpose Holdings, the invest- 
ment arm of the Malaysian Chinese As- 
sociation then controlled by Tan Koon 
Swan. 


t the same time, Bandar Raya, a 
DA subsidiary, bought 
W into United Estates Projects by 
acquiring control of its largest share- 
holder, Intercontinental Housing 
Development (IHD) — another Hong- 
kong-quoted company — from Good- 
year Investors: Although Bandar Raya 
maintains a minority stake, control of 
IHD was later sóld to a company called 
Territorial Development. IHD's chair- 
man and managing director, Quek Teck 
Huat, is a shareholder and director of 
Premier Realty, a Singapore property 
company owned principally by Singa- 
pore Resources, a Hongkong company 
controlled by the Singaporean Low 
brothers, who control Hongkong's Ka 
Wah Bank. 
Another death that may have some 





bearing on the demise of the Chang 
empire was that last year of Kang Kock | 
Seng. Kang had been Chang Ming | 
Thien's right-hand man in Malaysia 5| 
and was managing director of UMBC | 
until 1976, when he was removed at the | 
insistence of Bank Negara (the central 7) 
bank) at the same time as Pernas was 
brought in as a 30% shareholder in = 4] 
UMBC. i 
Kang himself was close to the evolu- j| 
tion of events at Ka Wah Bank. Ka Wah 3 
had been acquired in late 1974 by the 
Ratanaraks. Chuan Ratanaraks was @ | 
longtime associate of Chang Min 
4 





Thien and was on the board of OTB an 
ICIL. In 1975, Ka Wah passed to the 
Low brothers and Kang; Chang be- 
came honorary adviser to the board. 
Kang later left the board of Ka Wah 
but retained an interest through a joint 
investment company with the Lows, 
Stamford Securities 
Ka Wah also retained a link with the 
Chang group through its 45%-owned 
investment holding company, Wind- 
mill Investment and Finance 4) 
Windmill's other shareholders are In- 
vestment Consolidaged, which links à 
number of Chang group interests, and | 
Allied Nominees, whose control is | 
obscure. Windmill's four directors me | 
clude Andrew Yeoh Eng Hua 
Windmill’s interests include a 9% | 
| 
| 











stake in ITF of Thailand, in which OTB- 
also has 9% as does Thanee Borom- 
ratanadhon, a Thai son of Chang. | 
Another Thai link is Johnny Ma, 83 
former director of OTB whose Asia i 
Trust Bank was taken over by the Thai — 
Government last year | 
It may have only been in the past few 
months that Hongkong's authorities | 
began to be concerned about OTB. But 
those who have watched its ups and 
downs over the past decade-and-a- | 
half may be less surprised that unor= | 
thodox banking practices have finally 
come home to roost. There have been 
plenty of warnings that in the past 
Chang Ming Thien and Kang did not 
always conduct affairs in a way tà 
suggest they were fit and proper to 
control billions of dollars of other peo- 
ples’ money. | 
Back in 1974, there was an unseemly | 


battle for control of Malaysia's Faber 
Merlin between Chang Ming Thien and 
OTB on one hand and British entres i} 
preneur Jim Raper on the other, in- | 
volving tactics such as bugging hotel 

rooms. A couple of years later, then 
REVIEW detailed an elaborate share= | 


price rigging scheme put together by 
Chang, Kang and associates (including 
Peh Kong Wan) to manipulate the 
price of shares in Faber Merlin and two 
related companies. This led to lengthy | 
suspension, restructurings and resig= | 
nations. It also coincided with attacks 
by then Bank Negara governor Tan Sri | 
(now Tun) Ismail Ali on bank directors 
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Se aes my ae iL af Y e t 
, for "using their banks' funds for their | flowed to Hongko 


own purposes," including stockmarket 
speculation. These remarks were di- 
rected at UMBC in particular and 
Kang was removed as managing direc- 
tor. Not long after these episodes, To- 
ronto Dominion Bank, which had a 
major stake in OTB through owning 
30% of ICIL, sold out. 


judgment in the trial of financier 
Amos Dawe said the behaviour of 
Chang Ming Thien and UMBC in rela- 
tion to Dawe's Mosbert group was as 
unsavoury as anything which had 
emerged from the 


‘ n 1981, the Hongkong judge giving 


LETS CAT | 
Asia over the years — much through 
OTB — it is also the case that most of 
the big-money scandals have been a 
question of outside interests exploiting 
Hongkong's freedoms, its shareholders 
and now its taxpayers: Haw Par, Mos- 
bert, Bumiputra Malaysia Finance, 
Dollar Credit, Hang Lung and now 
OTB. But it also raises the question of 
whether the days of the Hongkong/ 
Overseas Chinese nexus are waning. 
First, tighter regulation of stock- 
markets and banking in the wake of 
the scandals of the 1980s may make 
Hongkong a less attractive place for 





trial. Among other 

things, it involved 

. the backdating of 
resolutions authoris- 
ing the grant of secu- 
rities. 

After such a history 
— not to mention gos- 
Sip in the marketplace 
of a more lurid kind — 
it is perhaps surpris- 
ing, particularly after 
Hang Lung, that the 
Hongkong authorities 
did not look more 
closely at OTB and 
its related companies. 
Although banking 
Supervision is about 

- quantities and quali- 
ties of assets and 
liabilities, not about 
personalities, beha- 
viour in other juris- 
dictions might at least amount to cause 
for particular scrutiny, especially 
given the tight-knit, family-domi- 
nated management and ownership of 
OTB. 

The failure also points up the inabil- 
ity of Hongkong authorities to police 
questionable activities because of the 
Widespread use of impenetrable 
nominee names, so that loans to com- 
panies in reality associated with direc- 
tors or managers can go undetected. 

The events also raise awkward ques- 

"tions about the role of Southeast 
Asian, particularly Malaysian, groups 
in Hongkong. While much money has 
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1984 accounts. Acquired 
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Bremridge: costly rescue. "^*^^ mmes 





Hongkong 
OTB Industrial and 
ommercial Bank 


From OTB's June 1984 
accounts. The govern- 
ment says all share- 
holders' 
been lost. Acquired 7 
June 1985. 


the freewheeling capi- 
talism of recent years. 
Secondly, the spread 
of indigenous owner- 
ship of assets has re- 
duced the relative po- 
sition of Overseas 
Chinese, at least in 
Malaysia. And third- 
ly, impending politi- 
cal change in Hong- 
kong itself may make 
it less attractive as a 
haven for anonymous 
money. 

The demise of the 
Chang empire also 
raises some interest- 
ing questions about 
what has been going 
on in Malaysia. Some 
see it as the passage 
of power and money 
from one generation 
to a new one. Without 
the personal links and without politi- 
cal connections, Chang Ming Thien's 
successors have been unable to get the 
backing to survive, while plenty of 
money has been available to newer 
groups. 

Interestingly, in an interview with 
the REVIEW 18 months ago, former 
Bank Bumiputra chairman Kamarul 
Ariffin said: “Three or four Carrian- 
like problems are looming within Ma- 
laysia during the 1980s.” Did he 
perhaps have the Chang group in 
mind? If so, any large Malaysian de- 
positors need feel grateful to the Hong- 
kong Government. ü 
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solution 


The Hongkong Government’s 
rescue of OTB may be the last 
bail-out of a troubled bank 


By Robert Cottrell in Hongkong 


he collapse of Overseas Trust Bank 

(OTB) leaves its new owner, the 
Hongkong Government, pursuing 
more than HK$3.5 billion (US$448.7 
million) of missing funds. Officials 
have already made clear the govern- 
ment's view that the outflow was due 
at least in part to fraud. Financial Sec- 
retary Sir John Bremridge, introduc- 
ing emergency legislation to acquire 
OTB on 7 June, told Hongkong's Legis- 
lative Council (Legco): "We're talking 
about a management that, it seemed to 
us, deliberately set out on a series of 
absolutely disgraceful criminal ac- 
tions." 

Hongkong's Banking Commissioner 
Robert Fell has already publicly 
named Dominican Finance, a deposit- 
taking company, and its chairman, 
Simon Yip, as one mechanism which he 
believes was used to siphon funds out 
of OTB. Dominican was wound up in 
May and is itself subject to government 
investigation. Yip was the Dominican 
Republic's former honorary consul in 
Hongkong. A Dominican passport was 
one of the documents being carried by 
OTB director Patrick Chang when he 
was stopped by police at Hongkong's 
Kaitak Airport on 6 June. Chang was 
charged on 10 June with conspiracy to 
defraud. 

The REVIEW understands that the 
Dominican/Yip connection may have 
been the conduit for up to HK$850 mil- 
lion of funds from OTB. The transac- 
tions were booked through bank ac- 
counts overseas, notably in Sri Lanka, 
and concealed by chequing-account 
cross-transactions — so-called cheque 
kiting. 

But Yip does not appear to have been 
the only, or even an isolated, factor in 


Hang Seng Bank 
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For comparison only: From Hang 
Seng's December 1984 accounts. 
Hang Seng Bank is a subsidiary 
of the Hongkong and Shanghai 
Banking Corp. 
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60 countries, is a world leader in 
international money management 
and currency dealing. The 
Investment Advisers to the 
Funds, Standard Chartered Bank 
Treasury Division have 20 
dealing centres throughout 
the world and are in 
touch with the markets 
24 hours a day. 


An opportunity to com- 
bine high growth potential 
with maximum security 
and the flexibility of realising 
your holdings at short notice. 


A choice of investment 
in any of five currencies: 
Sterling, US Dollars, ` 
Deutschemarks, Swiss Francs 
or Yen with no initial charges. 


MANAGED FUNDS 


The two Managed Funds designated in Sterling and 
US Dollars are designed for the investor who does 
not have the time or experience to manage a currency 
portfolio. ; If you would like to find out more, fillinand 

The objective is to maximise growth by balancing — return the coupon and we'll send you a Fund Pros- 
interest rates against rates of exchange. pectus, and other information on banking services 

in the Channel Islands, or contact your local branch 

Interest earned is accumulated within each class of the Standard Chartered Group. 

. of share and no dividends will be paid-allincomeis .. . Thisadvertisement, which is placed on behalf of 
^ reflected in the capital value of the Shares. Standard Chartered Fund Managers (C.1.) Limited 
Standard Chartered Bank, one of Britains by Standard Chartered Bank does not constitute 

leading banks, with more than 2000 branches in over — an offer or invitation to invest in the Fund. 
































To: The Standard Chartered Bank, Marketing Dept., FEER 60 
4-4a Des Voeux Road Central, Hong Kong. 

Please send mea copy of the Fund's Prospectus and Application Form. I understand that investment may only be 

| made on the basis of the terms set out in those documents. 








Name 


~- Standard Chartered Fund Managers (C-i) Limited 
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the decline of 
OTB. The bank 
may have made 
as much as HK$2 
billion of loans 
to associated 
parties. A further 
HKS1.5 billion of 
the bank's assets 
are thought to be 
accounted for by 
non-performing 
loans, some to 
parties now prov- 
ing difficult to 
trace. 


he official con- 

cern which led 
to the discovery 
of irregularities 
in OTB's books 
began almost a 
year ago, when the bank published its 
accounts to 30 June 1984. The ac- 
counts, while orderly enough to secure 
a clean certificate from auditors Coop- 
ers and Lybrand, showed enough signs 
of strain for the banking commis- 
Sioner's office to order a special two- 
month scrutiny of OTB's finances in 
the run-up to the current year-end. The 
commissioner had also encouraged a 
transfer of executive power within the 
bank in 1984 from Chang to his sister 
Lee Sian Chang, as a possible remedy 
to what was then thought to be weak 
management. 

The banking regulators' two-month 
special study, headed by banking 
examiner Y. K. Choi, was under way at 
the beginning of June when the inspec- 
tors noticed irregularities sufficiently 
large for the banking commissioner to 
recommend that OTB appoint an ex- 
ternal financial adviser. Charles Per- 
rin of the London merchant bank 
Hambro, who assisted in attempts to 
rescue the Carrian group in 1983, ag- 
reed to fly out to Hongkong. Three days 
with the books were sufficient to con- 
vince Perrin of the hopelessness of the 
situation. 

On the afternoon of 6 June, OTB for- 
mally advised the government of its in- 
Solvency. Its doors were shut, and the 
next day it was taken over by the gov- 
ernment. On 10 June, it re-opened for 
business under a new directorate and 
management drawn from the Hong- 
kong and Shanghai Banking Corp. 
(HSBC), the Hongkong Government, 
and the government's.other bank sub- 
sidiary, Hang Lung. 

The government's decision to take 
over OTB was reached only after ar- 
gumentative debate in the policymak- 
ing Executive Council, and reproaches 
from. Legco members still smarting 
from the takeover of Hang Lung Bank 
some 20 months previously. Brem- 
ridge, though the acquisition bill's 
Sponsor, expressed his own reserva- 
tions about the bail-out, saying he 
thought the best argument in favour of 
the bill was only that the alternatives 


V 


OTB executive directors (left to right): Huang Tiong Chan; George M. K. Lee; 
Chang Ming Thien; Johnny Chang and Susanta Lyman. 
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were worse, “If I had not taken this 
course,” he said, “I do not know what 
would have happened as early as next 
week to a lot of our smaller banks.” 
The government did consider cover- 
ing only OTB's smaller depositors, | 
leaving bank and institutional cred- 
itors to fend for themselves, but de- 
cided the risk was too great of trigger- 
ing an inter-bank run on smaller inde- 
pendent banks and deposit-taking 
companies. Other intermediate solu- 





tions might have included government 
intervention to supply funds to vulner- 
able local institutions through the 





By James Clad in Kuala Lumpur 
T» Chang family's presence in 

Malaysia has gradually dwindled 
in recent years as Chang Ming Thien 
transferred assets overseas, princi- 
pally to Australia, Hongkong and 
Canada. His son, Patrick Chang, a di- 
rector of Overseas Trust Bank (OTB) 
until its collapse, remains a director 
of Faber Merlin, the hotel group ac- 
quired in February 1984 by interests 
associated with Malaysia's Finance 
Minister Daim Zainuddin. 

Chang Ming Thien. built up. his 
wealth through long experience in 
the Singapore-based Aikhoe rubber- 
trading company, which operated in 
the 1950s as the principal rival of Lee 
Koon Tien (Lee Rubber). He showed a 
strong bias towards commodities — 
rice, flour, rubber and timber. Some 
of the big-name firms once linked to 
Chang Ming Thien included Tropical 
Veneer and General Lumber. Ac- 
cording to one contemporary of 
Chang Ming Thien, he was “an invet- 
erate traveller around Southeast 
Asia, always working to pull in other 
Hokkien Overseas ; Chinese into 


OUTPOSTS OF EMPIRE 


The OTB collapse sends tremors through Asian 
countries where it had traditional links 
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inter-bank market, drawing on official 
reserve accounts; or looking to the 
note-issuing HSBC and Standard 


Chartered Bank to reorganise the 
“lifeboat” which was offered to sound, 
but illiquid, deposit-takers during 
Hongkong's 1982 rash of fringe-bank- 
ing defaults. 


here were also political considera- 
tions associated with OTB: not just 
of OTB's branches overseas, but also of 
the British Government's commitment 
to maintaining Hongkong's "stability 
and prosperity" during the run up to 



























equity participation in his schemes." 

Some Malaysian Chinese business- 
men say the Chang family, through 
its banking interests, often attached 
various informal conditions to loans. 
They also note that the controlling 
stake which Chang Ming Thien held 
in the United Malayan Banking Corp. 
| (UMBC), plus close personal ties with 
Chinese politicians, gave the family 
an early and enduring link with the 
Malaysian Chinese Association 
(MCA), which has not altogether dis- 
appeared. This link was apparent 
when Chang Ming Thien sold his re- 
maining UMBC stake in 1980 to an 
MCA-linked investment holding 
company, Multipurpose Holdings. 

Other Chang family divestments 
from Malaysia in recent years have 
included Chemical Industries (Ma- 
laysia) and a stake in a UMBC insur- 
ance subsidiary. 

The Chang family maintains close 
links in Malaysia and Singapore 
with, it is thought, the Ong group in 
Singapore; Tee Teh, a former UMBC 
director now with United Overseas 
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tory in 1997. Even with these factors 
working in favour of a full bailout of 
OTB, the gut-feeling of many govern- 
ment officials and private-sector fig- 
ures is that any future bank in trouble 
should be allowed to go to the wall if, 
as in the case of OTB, no private-sector 
saviour can be found in the time avail- 
able. : 

The most pointed questions faced by 
Bremridge in Legco concerned the 
last-minute drama with which the 
bank collapsed and was rescued. Were 
there no early warning signs? Brem- 
ridge replied that the problem was a 
deliberate and concealed series of cri- 
minal actions, such that: "I don't see 
how you can catch them when they're 
being done. You catch them after- 
wards." 

Several bankers and brokers now 
say, perhaps with the benefit of 
hindsight, that they were aware of dif- 
ficulties at OTB, but had no idea of 
their magnitude. From the relatively 
skimpy financial data which Hong- 
kong banks are required to publish 
about their finances and structure, a 
few inferences can be made about 
OTB's vulnerability: 

» OTB increased its loan portfolio 
over the past five years more quickly 
and to a higher ratio of deposits than 
did other local banks. The loans-to-de- 
posits ratio at Hang Seng, Hongkong's 
second-largest and arguably best re- 
tail bank, fell from 0.54 in 1980 to 0.31 








































































Chang Ming Thien: political ties. 


Bank (UOB) in Singapore; Peh Kong 
Wan, a Malaysian businessman noted 
for his business dealings with Daim, 
and Sen. Gan Teck Yeow, fomerly in 
charge of the Malaysian Rubber Ex- 
change and Licensing Board. Outside 
the region, the Toronto Dominion 
Bank was for some time associated 
with UMBC, while the Bank of Oman 
also had links with the Changs via 
OTB. 

The Kuala Lumpur Stock Ex- 
change’s immediate reaction to 
OTB's collapse was a drop of almost 
30 points on Fraser's Malaysia Index. 
Most market pessimism turned on 
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PES as LOR gk Sd 
in 1984; Bank of East Asia's ratio fell 
from 0.4 to 0.39; Ka Wah's from 0.7 to 
0.66. OTB's ratio rose over the period 
from 0.54 to 0.70. Even without excep- 
tional factors, OTB was exposed to a 
higher level of lower-quality business 
than its compétitors. With hindsight, 
OTB's growing loan book may be seen 
to reflect notyso much demand from 
new customers, a$ old ones unable or 
unwilling to répay. 

» Despite its Aggressive loan perform- 
ance, OTB'$snet consolidated profits 
fell from 156.8 million in 1981-82 
to HK$53.44 million in 1983-84. This 
points to a high proportion of non-per- 
forming assets. The bank is also 
thought to have made a very large 
foreign-exchange loss about three 
years ago. * 

» Parent-bank shareholders’ funds 
fell from HK$1.59 billion at 30 June 
1983 to HK$1.39 billion a year later, 
due to a HK$200 mllion transfer from 
published to inner reserves. Hongkong 
banks’ secret inner reserves, used to 
cover contingent liabilities and smooth 
profits, are normally topped up by 
transfers from earnings prior to strik- 
ing a published profit figure each year. 
To take cash off the balance-sheet in- 
vited the deduction that OTB’s inner 
reserves had been exhausted. 

» OTB's consolidated balance-sheet 
for 1984 showed HK$1.13 billion of 
bank premises and other property, 
equivalent to more than two-thirds of 
the HK$1.52 billion of consolidated 


speculation that one or 
two highly geared local 
players might now go 
bust: OTB was a favour- 
ed source of funds when 
credit lines in Malay- 
sia or Singapore were 
stretched, and concern 
centred locally on the 
expectation that OTB's 
new administrators 
might take a less lenient 
attitude to leisurely loan 
repayment. It did not 
appear that many Ma- 
laysian institutions had 
sizable deposits with 
OTB. 

Listings linked to 
MCA presidential aspirant Tan Koon 
Swan came under fire in the market. 
Tan, who controls Supreme Corp. 
and Grand United Holdings, said 
rumours that he owes OTB as much as 
M$20 million (US$8.1 million) were 
“very naughty — there is no such 
thing." Tan said he merely enjoyed a 
business relationship with the Chang 
family when Multipurpose (of which 
Tan is a managing director) bought 
UMBC five years ago. 





» Nick Seaward writes from Singa- 
pore: UOB moved to quell stockmar- 
ket rumours in the wake of OTB's col- 








| shareholders’ funds. This is an abnor- - 


mally heavy commitment to fixed as- 
sets, and a constraint on the bank's fi- 
nancial flexibility. 

» OTB announced in 1982 a US$100 
million property development in Sri 
Lanka, in which it was to hold an 80% 
equity interest and procure finance, 
The development, due to be completed 
this month, has not progressed beyond 
the piling stage. Even if it were to be 
finished, Sri Lanka's civil strife would 
still deter foreign buyers. 

» OTB sold 7 one of its two banking 
subsidiaries, Hongkong Chinese Bank 
(HCB) for HK$337 million in 
November 1984 to a group of Indone- 
sian and American investors. While the 
price was nominally twice HCB's net 
assets, buyers of banks normally re- 
quire vendors to take any doubtful 
loans off the balance-sheet prior to 
sale. The Kwek family's Hong Leong 
group, while negotiating in May for the 
purchase of Hongkong Industrial and 
Commercial Bank (HICB), OTB's other 
main subsidiary, required a vendor 
guarantee of HICB’s loan book as a 
condition of purchase. (Hong Leong, 
which had been planning to finance 
the acquisition with a HK$414 million 
share placement, has since said it no 
longer wants to buy HICB.) 

So asset sales, while good for OTB's 
cash position, also meant it had to in- 
crease the proportion of bad debts and 
condition liabilities held on its own 


shrinking balance-sheet. 





lapse by announcing that its stake in 
the failed bank comprised a 5.796 
shareholding with a book value of 
HK$48.4 million (US$6.2 million). 
Apart from this, it said, "neither UOB 
nor any of its subsidiary companies 
has any other exposure in terms of 
loans or deposits to the OTB group." 

OTB is thought to have been a 
major provider of margin finance to 
Singapore stockbrokers. One broker 
estimates its stockmarket loan expo- 
sure at around  S$250 million 
(US$113.4 million). 


» Manik de Silva writes from Colombo: 
Sri Lanka's central bank closed the 
doors of OTB's Colombo branch on 6 
June while inspectors examined its 
books. On 10 June, the branch re- 
opened for business with the help of a 
new joint manager seconded from the 
Hongkong and Shanghai Banking 
Corp. Sri Lanka's central bank gov- 
ernor, Warnasena Rasaputra, told the 
REVIEW: “In general terms, the bank's 
affairs seem to be in order." 

OTB does have problems in Sri 
Lanka with an ambitious property 
project on a prime two-acre site in 
Colombo. Local shareholders, who 
hold 18% of the project's equity, 
challenged its finances at an annual 
general meeting on 29 March; one has 
since brought a winding-up petition. 















Hang Lung Bank; Fell: drastic action as a last resort. 


Rattling skeletons 


Tougher banking examinations in Hongkong may reveal more 
nasties in the wake of the Hang Lung and OTB collapses 


By Anthony Rowley in Hongkong 


he Overseas Trust Bank (OTB) col- 

lapse has vindicated the decision to 
tighten banking supervision in Hong- 
kong even though the legislation 
needed to formalise such changes is 
still some way off. By the time that 
happens — around the end of this year 
— all of Hongkong's 35 locally incor- 
porated banks will have been sub- 
jected to the same sort. of searching 
scrutiny which revealed fatal flaws in 
OTB. 

The quality of banking supervision 
has made a quantum leap forward 
since the present Commissioner of 
Banking and Deposit-Taking Com- 
panies (DTCs) Robert Fell took over 
from his predecessor Colin Martin late 
last year. Instead of pro-forma official 
audits, concerned chiefly with verify- 
ing that liquidity ratios are being met, 
much more meaningful questions are 
being asked. 

Until recently, for instance, Banking 
Commission staff did not check things 
such as banks’ cross-directorships and 
shareholdings at the Companies Regis- 
try. Now they are doing so and the re- 
sults, as in the case of OTB, are obvi- 
ously revealing. But Fell is having to 
make changes on the run and using 
powers never before invoked to deal 
with crises as they unfold. 
` He twice invoked Clause 13 (1) of the 
Banking Ordinance during the OTB 
crisis — the first time this draconian 
instrument, giving him power in effect 
to order a bank to desist from doing 
just qbout anything he requires, had 
been used in Hongkong. In the first in- 
stance it was used to prevent OTB di- 
rectors from dealing in the bank's 


92 


shares when their price began rising 
suspiciously during the crisis period — 
suggesting a "ramp," asone source put 
it — and the second time was to order 
OTB to suspend all operations. 
Although the government does not 
seem to have accepted the need for a 
formal "fit and proper person" criter- 
ion for judging who should be permit- 
ted to control banks in Hongkong — 
such powers already exist for insur- 
ance companies — the question of 
ownership and control is being looked 
at closely. Hongkong is unlikely to go 
as far as Singapore in demanding that 
all changes in bank management down 
to the level of dealer are officially ap- 
proved but the Banking Commission 
has begun monitoring changes in 


. banks' management and requiring de- 


tails of the individuals concerned. 

This is easier where management 
changes are concerned than with own- 
ership changes. There is not yet any 
general requirement in Hongkong for 
disclosure of -shareholdings in com- 
panies, but the banking commissioner 
appears intent on moving forward to 
get such powers where bank share- 
holders are concerned, above a certain 
level — maybe 10%. 


ther elements in the government 

argue that the commissioner does 
not need more powers to oversee who 
owns and controls banks as he always 
has the ultimate weapon of being able to 
revoke a bank's licence. However, such 
drastic action can usually be taken 
only as a last resort and after much 
trauma, such as in the ease of the Hang 
Lung Bank and OTB collapses. These 








could possibly have been averted by 
early and judicious use of powers such 
as the commissioner is now seeking. 

The OTB crisis has obviously created 
the right climate for pushing through 
reforms on banking supervision. The 
Hongkong banking and DTC advisory 
commitees quickly agreed during 
meetings around the time of the OTB 
crisis to set up working groups for 
studying proposed changes in the 
Banking and DTC Ordinances 
(REVIEW, 11 Apr.). Working groups of 
these two committees and one from 
the Banking Commission will study 
the changes, which Fell still hopes to 
see legislated around the end of the 
year. 

Some of the proposed changes, such 
as formal capital:asset ratios for finan- 
cial institutions, may still prove sticky 
— as may a plan to change the current 
classification of banks and DTCs into 
one of wholesale and retail banks 
— but the changes relating to the 
supervision seem likely to go through 
on the nod in light of the most recent 
crisis. 

The form and regularity of inspec- 
tion and reporting will change and 
there will be a real effort made to dis- 
cover where banks have made loans to 
connected groups of individuals. OTB, 
for instance, is understood to have had 
some HK$2 billion (US$256 million) of 
loans to directors and associates as 
well as HK$1.5 billion of non-perform- 
ing loans, made in some cases to people 
who did not exist, according to in- 
formed sources. To the extent that it is 
possible, the commission will try to 
look behind nominees in determining 
just to whom a bank has lent its money. 

Meanwhile, the 35 local banks which 
come within the jurisdiction of the 
Banking Commission will be subjected 
to searching audits between now and 
the end of this year. They include three 
unincorporated institutions as well as 
formally incorporated banks. Banking 
Commission sources are obviously un- 
willing to speculate what these might 
reveal, especially in the case of smaller 
banks. 

However, one government source 
outside the commission did note to the 
REVIEW that “there could be problems 
with being too tough." But commercial 
auditors, spurred by public criticism, 
or fear of legal actions in the wake of 
Hongkong's numerous corporate col- 
lapses of recent years, have themselves 
become much tougher now in many 
cases, it seems. So banks look like hav- 
ing a harder time on that score too. 

One area where reform still seems to 
be a long way down the road is the in- 
troduction of a formal, deposit-insur- 
ance scheme in Hongkong. Bankers are 
divided over it, the bigger ones arguing 
that they do not need it and do not 
want to subsidise those which do. Fi- 
nancial Secretary Sir John Bremridge 
apparently fears such a safety net 
could encourage some banks to be 
reckless. o 
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THIGH STYLE 


FINE SERVICE IS ALWAYS IN FASHION 


AT AIR FRANCE, THERE'S ONE 
THING THAT NEVER GOES OUT 
OF STYLE: OUR ATTENTION 

TO THOSE IMPORTANT DETAILS 
THAT MAKE YOUR FLIGHT 

A TRULY UNIQUE EXPERIENCE. 
FROM THE WARM WELCOME 
ON BOARD TO A SELECTION 
OF THE BEST IN FRENCH WINES 
AND FOOD, WE BRING A TOUCH 
OF “LA VIE FRANCAISE“ 

TO EVERY TRIP YOU TAKE. 

AND AT AIR FRANCE, THAT'S 
SOMETHING THAT WILL NEVER 
GO OUT OF FASHION. 





AIR FRANCE // 
WE'RE AIMING EVEN HIGHER 





OT IN INTERNATIONAL BANKING. 





The Dutch have a worldwide reputation. For being good, astute businessmen. 
Were proud of this. But we also know that it's just not enough. Not in the world of inter- 
national banking which grows daily more complex and sophisticated. 

Today, AMRO has an international banking capability precisely tuned to institutional, 
commercial and corporate needs. Indeed, we are built around them. 

Why not get in touch and test our competitive edge. Weve got all of the Dutch 
business virtues as well. 


Amro Bank 


Amsterdam — Rotterdam Bank 
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Where only 
the best equipment will do. 


Whatever the challenge, 
Siemens has the technology 











The Tai-Pan Ramada 
Hotel,Singapore, 


makes its grand debut: 





dall the bouquets 
go to our guests. 


The all-new Tai-Pan Ramada Hotel is now 
open in the heart of Singapore. All our new 
rooms and suites have been lavishly equipped 


40% 
Grand 
Debut 






40% discount on 
Also, your spouse and 
children under 12, 
can stay free.* 





with the latest in luxury, including rosewood 

furniture. And access to rooms is by personal 

security card, rather than by key. 
Restaurants serving Thai, Chinese and 


international cuisine, plus a 24-hour Coffee 
Shop, make up the dining scene. 

For recreation there's a fitness centre with 
sauna, a swimming pool with cafe, plus a disco- 
theque and bar. And for the business traveller, 
we have a Business Centre with full facilities. 

Come to our debut. And return for an 
encore as a regular guest. 






TAI-PAN RAMADA HOTEL 


101 Victoria Street, Singapore 0718. Tel: 3360811 Telex: RS 21151 
Cable Address HOTAIPAN' Singapore 
Member of the JACK CHIA — MPH GROUP 


RAMADA WORLDWIDE RESERVATIONS: 

Hong Kong 3-7238855 e Kuala Lumpur 414 081 e Singapore 3360811 e AUSTRALIA ‘Sydney (02) 27-6125 e CANADA Ontario & 
Quebec 800-268-8930 e Toronto (416) 485-2610 € All other Provinces 800-268-8998 e EUROPE Belgium 053-778430 e Denmark 
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A prospector has to know the difference 
between fools’ gold and the real thing. 


Prospecting for great ideas is like 
panning for gold. If you don't know 
exactly what you're looking for, you 
might mistake a bad idea for a good one. 
In fact, what it really boils down to is 
knowing that all that glitters is not gold. 

At Epson, we know which ideas will 
produce products people can trust. 
We develop every concept from its incep- 
tion, and carefully evaluate its worth. 
Before proceeding further, we examine 
the idea's applicability. If we find any 
flaws, any imperfections, we stop. 

Most corporations can dream up 
ingenious product concepts. But what 
makes Epson different is that we create 


EPSON CORPORATION Head Office: 80 Hirook 
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EPSON ELECTRONICS (SINGAPORE) PTE., LTD. No. : Maritime 
EPSON ELECTRONICS TRADING LTD. 30/F Far East Finance Cen 
EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH) ' 


square, 02-19 World Tra 
tre. Harcourt Road, Central, Hong Kong Phone 8 5 Telex € 


products to fulfill human needs. Almost 
every single feature on an Epson 
product is designed to make your life 
easier. You'll never waste time trying to 
figure out how an Epson product works. 
And you'll never find unnecessary 
gimmicks either. 

Epson's commitment to fulfill human 
needs is apparent in such outstanding 
products as our liquid crystal display, 
and the world's best-selling printers for 
personal computers and totally portable 
cordless personal computers. 

Epson. We know the difference 
between great ideas, and great ideas 
that work. 






K.Y. Wealthy Bldg., 206 Nanking E Road. Sec Taipei, Taiwan 
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Public debate raises sen S 
unique proposal for limit 
By Liz Carver in Hongkong 
pu about expected-road con- 
gestion in the 1990s has led the 
Hongkong authorities to propose a sys- 
tem, called Electronic Road Pricing 
(ERP), which would allow the move- 
ments of private cars to be monitored 
and their owners charged for use of the 
roads. But in discussions before the 
territory's district boards, the issue has 
gone beyond economic considerations 
to become a sometimes emotional de- 
bate on individual privacy. 

The ERP system would divide parts 

of Hongkong Island and the Kowloon 
peninsula into zones, with charges 
ased on road usage within zones or 
hen their boundaries were crossed, 
the time of day and possibly the direc- 
tion of the journey. The system would 
run from Monday to Friday, 7:30 a.m. 
to 7:30 p.m., as envisaged by the consult- 
ing firm Transpotech, which drew up 
the proposal for the HK$240 million 
(US$30.8 million) system. It would be 
the first of its kind in the world. 

Each car would carry an electronic 
number plate and its movements 
would be recorded by electronic loops 
beneath the roads linked to a computer 
billing system. The system is being 
tested on volunteer drivers (who will 
not pay), in a HK$35 million trial ori- 
ginally scheduled to end this month 
but now extended to July or August, 
according to John Dawson of Trans- 
potech. 

In the government's view, there is no 
alternative to restricting private-car 
ownership — which has been part of its 

"ansport policy for several years. But 

iany of ERP's critics do not think 
curbs are needed; even those who agree 
that they generally prefer other 
methods. One option would be higher 
fuel taxes, a method favoured by the 
Hongkong Automobile Association 
(HKAA), but which the government 
says penalises all drivers on all trips. 
(It has estimated that only a quarter of 
all mileage would be affected by ERP.) 

Dawson said higher fuel taxes could 
encourage people to buy high-mileage, 
low-performance cars, which could 
cause safety problems in hilly Hong- 
kong. The convoluted geography also 
limits the possibilities for road expan- 
sion in many of the most crowded 
areas. 

Another possibility, which Singa- 
pore has used for a number of years 
with success, is an area-licensing 
scheme, In Singapore, this covers the 
Central Business District, but more 
areas would need to be covered here — 
such as the Tsimshatsui tourist district 
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tions on Hongkong's 
-car usage 


1¢ 


and the government does not con- 
sider area licensing to be workable on 
Hongkong Island. 

The government's second choice is 
higher road taxes and registration fees, 
which, like fuel taxes, would affect all 
motorists. These fees were raised 
sharply in 1982 and the number of pri- 
vate cars licensed in Hongkong fell 
about 20% by the end of 1984 

Fewer cars has meant less conges- 
tion, leading many of ERP's critics to 


THE 1991 PICTURE 


Estimated costs/benefits of traffic-control options 
at 1985 prices, compared to present system 


iar | ener errr | 


Higher 
road 
taxes 
Congestion 
Vehicle hours 
saved per day 
Social benefit 
(HKS$ million/year) 
Government cost 
(HK$ million/year) 
Gross revenue 
(HK$ million/year) 


| the traffic on main arteries ír 





claim the system is not needed. The 


HKAA's executive director, Philip 
Taylor, said there are traffic "black 
spots," but no endemic congestion 


Taylor also said private cars are not the 
only traffic villains. Taxis are 45% of 
urban 
areas, according to Taylor, who said 
the government is unwilling to take on 
the taxi drivers. In January 1984, the 
government tried to raise taxi licences 
and fees. The drivers went on strike 

an action indirectly linked to a major 
riot in Kowloon involving widespread 
looting (REVIEW, 26 Jan. '84) 





axis are not meant to beincluded in 

ERP, though a consultative report 
on alternative systems says the number 
of licences should be held to present 
levels. Commercial vehicles and mass- 
transit vehicles also are excluded. “The 
issue for government is not congestion 


per se,” but the cost to 

business and the com- 
munity, said Dawson 

ERP, in the govern- 

ment’s view, is the 

fairest means of al- 

locating limited road 

mm space since would 

affect only trips to 


traffic trouble spots. It 
also affects the small- 
est number of people 
(about 8% of the popu- 
lation) 
According 
mates in the consulta- 


esti- 


* The a B and C ope Hm. in os Oa of zones and the tive document, ERP 
way charges are incurred. Scheme C has the most zones, covers ; z ata ; 
more trips, and is described as being the most equitable and would bs "n " 21 tal car 
most successful in reducing traffic trips by 8-12 de- 
Notes: Social benefits include time savings for road users fuel pending upon which 
savings and reduced wear and tear on vehicles. The figures version W a ised 
exclude motorists who have altered their driving behaviour asa 3 y " VA i 
result of any of these changes being made against 19% for sharp- 
Source: Consultative Document on the ERP Pilot Scheme ly higher ownership 

fees (though the report 

does not specify just 

how much higher) 





Hongkong traffic: restricting ownership. 





Only in its most com- 
plex form, with the 
greatest number of 
trips affected, would it 
reduce peak-hour traf- 
fic more than higher 
ownership fees (24% 
against 21%). ERP is 
expected to increase 
public-transport use 
by only 2-3%, against 
10% for stiffer owner- 
ship costs. It is expect- 
ed to increase off-peak 
travel by 17-24%, 
against a 19% reduc- 
tion with higher own- 
ership fees 

“Traffic conditions 
now are not all that 
bad," Transport Sec- 
retary Ian Macpherson 
told one district-board 
meeting, but he warn- 
ed that by the 1990s, 
things may be very dif- 
ferent 


101 


| 


i 


hao 
KS 


ut 


Hy 


gv 


TUSCE PUNIRE ITE 07 


Hongkong's healthy economy has 
put more money in the average pocket 
(household incomes rose one-third in 
1981-84); the number of pockets is up 
as well. By 1991, there are expected to 
be 1.8 million households in Hongkong, 
against 1.2 million in 1981, The number 
of workers will rise about 29% in the 
same period. “In all countries, increased 
prosperity has meant higher car own- 
ership,” Macpherson said. “It can hap- 
pen very quickly." ERP, in the govern- 
ment's view, would allow car ownership 
to grow about 10% a year — against 
5% a year with greater restraints 

Critics of the plan also say it is a re- 
venue-raising measure, though the 
consultative document estimates the 
system would raise less than half as 
much revenue as steeply higher owner- 
ship fees. If ERP proves successful 





eum) 


Dwnership fees might be reduced 
to 50%. Several boards also hav 
jected on commercial grounds, sa; 
the system would discourage shoppin 
and other commercial activity. 


eyond its economic implications, 

ERP is the first major policy issue 
to be put to the district boards since the 
territory-wide elections in March, 
when the number of elected members 
was increased in an effoy to make the 
Hongkong Government nore repre- 
sentative. The voting of ERP, which 
has gone heavily againf he proposal 
so far, is seen by some a* a test of the 
boards in their new form. They are li- 
mited to an advisory role, so they can- 
not block ERP if the Transport Depart- 
ment decides it is necessary — and the 
Legislative Council agrees. The boards 

















0 Responsibility to come up 
ate proposals, and most of 
stions have been calls for 
r of ERP itself or the over- 
, situation. 

are, however, serving as 
* oublic fear — of invasion 
acy. È Pwouldcollectinforma- 
t en which Light be useful to other 
government branches, and it can au- 
tomatically take photographs of cars. 
The government says the system does 
not know who is in a car, or where a car 
goes after crossing the charging point; 
and it says legislation could ensure the 
data collected by ERP be kept confi- 
dential. But even the few who have 
spoken in favour of ERP are uneasy 
about the potential for abuse. This 
could be the point on which ERP would 
be defeated. oO 
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MEE holdings 


Nepal's stock exchange is troubled by 


low liquidity and few listings 


By Kedar Man Singh in Kathmandu 
Ns young stock exchange has 

attacted some 4,000 private invest- 
ors in its first six months of trading. 
But it still faces the problem of tight 
liquidity, with about 75% of the shares 
of listed stocks held by government 
corporations. It has very few listings so 
far — though more are expected soon 
— and there are no brokers, so the staff 
is selling the shares on a door-to-door 
basis. 

The Security Exchange Centre 
(SEC) began trading in stocks late in 
1984, 20 years after it was conceived, 
and with several years of experience on 
government-bond trading behind it. It 
now has 11 listed industrial and finan- 
cial stocks, three of which are public- 
sector firms (the Nepal Industrial 
Development Corp., or NIDC; Nepal 
Insurance Corp. and Nepal Bank — the 
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last being a public-private venture). 

Its bond-trading business has grown 
rapidly: turnover in the 1983-84 fiscal 
year (ending July) was Rs 649.73 mil- 
lion (US$33.8 million), almost 23 times 
the 1980-81 turnover in rupee terms. 
Share trading has had a somewhat 
slower start, with only Rs 2 million in 
volume in the six months since the 
SEC's opening. In part, this is due to 
the tendency of buyers to hold the 
shares for dividends. But it can also be 
traced to the control government in- 
terests exert on the market: of the total 
capitalisation of about Rs 238.33 mil- 
lion, some Rs 190 million is held by 
NIDC (itself listed) and Nepal Rastra 
Bank (the central bank, and parent 
body of the SEC). 

So far, buyers have shown the most 
interest in the shares of the five-star 





Kathmandu hotel, the Yak and Yeti. 
The hotel's owners say they hope to use 
the SEC as several other companies 
have — to raise money through a de- 
benture issue. The Yak and Yeti plans 
an issue of about Rs 50 million to pay 
for expansion and to open hotels in 
other parts of the country. Other com- 
panies have raised Rs 21.3 million 
through such issues on the SEC over 
the past two years. According to Fi- 
nance Minister Prakash Chandra Lo- 
hani, the government itself may seek to 
raise funds for its Rs 32.4 billion, 
seventh five-year plan (which begins 
next year) through the exchange. 

The government has sought to en- 
courage more public offerings through 
a 5% income-tax rebate for listed com- 
panies, and another 15 or so firms have 
expressed interest in listing. 

Individual investors have so far been 
predominantly from Kathmandu 
(about 90%), and they are apparently 
paying for their shares from personal 
savings, since none of the commercial 
banks will extend credit for share pur- 


| chases. There seems to be no lack ¢ 


funds in the hands of the public, witu 
economists in Nepal estimating that 
private individuals hold Rs 3-4 billion 
in various forms. So far, they have pre- 
ferred to invest in land, or to hoard 
gold, silver and ornaments but the gov- 
ernment is hoping to mobilise more of 
these funds through the SEC. 

The market's early investors have 
also had to make do with scant or out- 
dated data on their corporate invest- 
ments. While companies are supposed 
to make regular financial reports, in- 
dustry sources say that few have yet 
done so, 

Foreigners currently need govern- 
ment permission to purchase shares, 
though recent changes in the law may 
open the market to Indian buyers. 
Analysts in Kathmandu think that 
could unleash a flood of unreported 
savings seeking a legitimate resting- 
place, since there are no restrictions on 
capital movements between the two 
countries. o 
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Impro erformance 1 in 1984 


64 Report & Accounts Chairman Sir David Orr says: 


“The actions we have taken to improve the profitability of the Group, 
to strengthen the management and to identify and to develop those 
activities which we felt had potential for higher than average growth 
are starting to bear fruit... 





1984 1983 B 

Profit before tax £78.9m £53.0m “4 | 
“Earnings per share 291p — BÐ P 
Dividend 18.15p 18.15p É 


And the outlook for 1985 78 


‘The Group improved its performance in 1984 and the Board 
believes this improvement can be maintained" 
t Sir David Orr | 


Inchcape 


The first step in starting a Power / 
Plant Project is finding the right partner j 
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Copies of the 1984 Annual Report may 
be obtained from The Public Relations 
Department, Inchcape PI 

10 St. Mary Axe, London EC3A BEI 
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offers: ¢ 
€ turn-key power projects and equipment for power TE 

generation 
€ hydroelectric power plants and hydromechanical E 
equipment í 
@ thermal power plants and Diesel generating sets -3 


€ equipment for nuclear power plants 

€ boilers, turbines, generators and other technological aM 
equipment specific to power plants A 

€ hot water boilers 

district and industrial heating systems 

e engineering, studies, designs, documentation 
know-how, technology, licences, technical assistance, 
staff training and service 


For further information apply to 3 
3Omeneaco 1 
Foreign Trade Company 


Export-Import of 71101 Bucharest-Romania 


Power Generating 194, Calea Victoriei 
Equipment P.O. Box 22-153 


Hydro-Thermal-Nuclear Phone: 50 66 82 m 
Telex: 011525 romeng r 


Cables: Romenergo Bucuresti 
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NDUS : 
PETROCHEMICALS —SHI 





By Paul Sillitoe in Hongkong 


petrochemicals scene. 

















































pacity in, for example, ethylene (a key 
upstream product) in the Middle East 
by around the end of this year will have 
a profound effect on world markets. In 
one sense, it already has: even before 
Saudi shipments began in earnest, 
prices of ethylene's important down- 
ream products — which in turn make 
plastic bags, pipes and a host of other 
products inseparable from daily life — 
had plunged. 

* Prices of low- and high-density 
polyethylene (LDPE and HDPE) and 
; polypropylene tumbled 30% in Asia be- 
tween the latter months of 1984 and the 
middle of this year. Traders say this 


By Charles Smith in Toyko 

he petrochemicals industry has 
become a showcase for the success 
of Japan's industrial-restructuring 
policies following the completion of a 
plan, sponsored by the Ministry of In- 
ternational Trade and Industry (Miti), 
for the scrapping of about 36% of the 
industry's ethylene production capa- 
city. 

However, problems still lie ahead. 


flood of low-cost Saudi Arabian pro- 
Saudi Basic Industries Corp. (Sabic) 


year. 
. Japan's naphtha-based petrochemi- 
als industry ran up enormous losses in 


rial soared while domestic demand 


products based on  natural-gas 
feedstocks. Losses by the 12 main 
^ ethylene producers totalled ¥82.2 bil- 
lion (US$327 million) during the 12 
months to March 1983. By December 
1982, thé Industrial Structure Council, 
an advisory body to Miti which works 
in close coordination with the private 
sector, had completed work on a capa- 
city-scrapping programme calling for 


The main one is how to cope with the | 


ducts that are expected to reach Japan | 
as a series of complexes operated by | 


and foreign joint-venture partners | 
me on stream from the middle of this | 
| had been made with the result that 
| production 


1982 as the price of its basic raw mate- | 


lunged and the United States and | 
Canada stepped up exports of cheaper | 


,Sia's prospective and established petrochemicals pro- 
ducers are getting a little tired of being told that new, - 
low-cost giants — epitomised by the vast, gleaming plants 
now coming on stream in Saudi Arabia — are going to push 
them off the world manufacturing map. But they will not be 
completely untouched by the latest shakeup in the global 


There is no question that the approximate trebling of ca- 
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L movement was as Tf 
duct wave as to temporary oversupply in some markets. In- 
deed, demand for petrochemicals products has been pretty 
consistent (if not consistently strong) in Asia for some yéars 
now, and is likely to remain so especially in such large and 
fast-growing markets as China and India. 


ch a reaction to fears of a Saudi pro- 









But the gaze of established producers and aspirants in 


ASIA'S FUTURE 


(Long-term production estimates, 
primary petrochemicals, million 
tonnes a year) 


Singapore 
Indonesia 
Australia 


TOTAL 


Sources: Industry estimates. 





Where the Middle meets 
the Far East — friction 


the elimination of more than 2 million 
tonnes of the industry's 6.35 million 
tonnes production capacity. 

The plan also provided for the estab- 
lishment of four joint sales companies 
by the 17 main polyolefin manufactur- 
ers as a means of reducing “excess” 
competition at the marketing level. 
Capacity-serapping cartels, ‘which 
would normally be forbidden under 
the Anti-Monopoly Law, were legalis- 
ed by the inclusion of pétrochemicals 
among industries covered by a special 
Law for the Structural Adjustment of 
Specific Industries. 

By the end of March 1985, 89% of the 
cuts provided for in the programme 


capacity in terms of 
ethylene was down to slightly more 
than 4 million tonnes. The establish- 
ment of joint sales companies also had 
progressed much as expected. 

Partly thanks.to these measures, 
product prices remained firm in 1983 
as the cost of the industry's basic 
feedstock began to come down and 
nearly all companies swung back into 
profitability. Sumitomo Chemical, one 
of the industry's largest companies, 
earned ¥67 billion in operating profits 
in calendar 1984 and restored its di- 
vidend after a three-year break. Mit- 
subishi Petrochemical earned Y30.9 








Asia right now is riveted on Saudi marketing intentions. 


Officials of Saudi Basic Industries 
Corp. (Sabic) have repeatedly stressed 
they. will take a "responsiblé" and 
“fair” approach both to pricing and 
distribution. (The natural gas the Saudi 
plants use as feedstock, which once was 
flared off, theoretically can be "priced 

^ to petrochemicals plants at near 
zero.) It is not all up to them, however. 
The main marketers of Middle Eastern 
product, at least initially, will be 
Sabic’s joint-venture partners, inclu 
ing such luminaries as Mobil, Exxd 
Shell and Japanese consortiums with 
Mitsubishi in the forefront. 

By way of example, Mitsubishi al- 


billion in 1984 and virtually wiped out 
cumulative losses. 

As a result of the 1984 recovery, the 
Japanese industry is in better shape to 
meet the challenge from Saudi imports 
than might have seemed possible a 
year ago. Nevertheless, the situation is 
full of unknowns. Mitsubishi Pet- 
rochemical, the Japanese partner with 
Sabic in the Sharq complex, is obli- 
gated to take 75% (around 100,000 
tonnes a year) of tbe complex's 
polyolefins and is certain to sell atleast 
part of this in Japan, though the com- 
pany is believed to be also exploring 
sales. possibilities in China. Mit- 
subishi's share of the Sharq polyole- 
fins would represent 10% of the me~ 
ket if it were all imported to Japan é a 
could trigger a new bout of “excess 
competition,” some industry sources 
suggest. 


he three international oil majors, 
Exxon, Shell and Mobil, which are 
partners in other Sabic projects, also 


. are said to be eyeing the Japanese mar- 


ket; they should be able to sell here 
through their Japanese subsidiaries. 
Finally, Sabic itself is certain to mar- 
ket products in Japan, though it may 
need time to establish. an effective sales 
network. 

Miti officials, who have been watch- 
ing Sabic’s moves carefully, say it is 
likely eventually to want to dé its own 
marketing. Initially, though, it may 
bave to use Japanese general tr ading 
companies — several of which already 
are vying for Saudi contrats. 

The extent to owhich Saudi pro- 
ducts penetrate the Japanese market 
— and by doing’se force further re- 





ready has indicated that 
three-quarters of the Saud 
rochemicals reaching Jap 
shipments have only just b 
the first being in April — ma 
offloaded elsewhere. Asia's y 
simists think they know whe) 

Moreover, it is feared, suppliers 
with established Asian market 
shares (such as the Americans 
and Canadians, also gas-based), 
will resort to undercutting to 
hold on to them. Finally, possi- 











ble Western protectionist action could drive low-cost pro- 


duct East. 


Could all this mean another deep, cyclical trough for 
the industry, similar to that of 1981-82 which inspired 
Japan, for example, to scrap more than 30% of its ethylene 
capacity? Will the ambitious integrated schemes once en- 
visaged in, say, gas-rich Indonesia remain forever on paper, 
and the integrated plant now producing in Singapore 
sink slowly into the non-viability some have predicted? 


Probably not. Barring a major rever- 
sal in economic growth in the United 
tates and Europe, growth in global 
B... for petrochemicals probably 
can be sustained at something like 
3-4% a year for the balance of this dec- 
ade, analysts think. Demand could well 
remain stronger in markets such as 


trenchment or diversification by the 
domestic industry — will depend 
partly on how cheaply the Saudis 
decide to sell. At an average of around 
US$800-900 a tonne, Japanese poly- 
ethylene prices are some US$300-400 
dearer than Southeast Asian prices. 
Sabic and its partners probably could 
easily undercut the market if they 
wished; but the Saudis have pledged to 
follow a responsible marketing stra- 
tegy. 

Meanwhile, industry sources suggest 
that quality could be a problem for the 
Saudis, at least to begin with. Japanese 
consumers, whether at the retail or in- 


Austrial level, are notoriously fussy | 


bout the quality of polyolefin pro- 
aucts, which is said to be one reason 
why US and Canadian exports have 
not made much impact on this section 
of the Japanese market. Imports have 
so far surged mainly in *commodity" 
sectors of the petrochemicals market 
such as ethylene glycol (EG) and 
methanol (where US and Canadian 
suppliers have an 80% share). 

Compared with their worries about 
Saudi Arabia, Japanese petrochemi- 
cals producers seem to feel they have 
little to fear from the new Singapore 
complex, in which Sumitomo Chemi- 
calis a major partner. Singapore prob- 
ably will ship small quantities of EG to 
Japan, mostly in order to raise operat- 
ing ratios, but the bulk of its sales will 
remain in Southeast Asia. As a re- 
placement for Japanese supplies to the 
region, Singapore does have signifi- 
cance, as seen from Tokyo, but Japan's 
exports to Southeast Asia have any- 
way been falling because of price diffe- 
rentials. o 
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1983 (Sept.-Dec.) 
1984 (Jan.-Mar.) 


1985 (Jan -Mar.) 





DOWN THEY GO 


Prices of three products in Southeast Asia 


HDPE (Injection 
moulding 
grades) 


PP 


(Apr.-June) 
(July-Sept.) 
(Oct.-Dec.) 


(Apr.-June) 













(Yarn/injection 
grades) 





















China, which is a long way from 
achieving! self-sufficiency in 
petrochemicals. 

The Japanese retrenchment 
programme, the likelihood of 
further capacity rollbacks in 
Europe and the advent of the 
large-scale Middle East produc- 
ers may represent just the begin- 
ning of a slow shift of produc- 
tion facilities away from de- 
veloped market areas and to- 
wards developing, resource-rich 


ones. This should have a double-barrelled effect on costs of 


production, siting crackers on top of cheap gas at the same 


facilities. 








time as big, new, efficient plants steadily replace older 


Asia figures large in the next stage of this development. 
The growth of markets in North and Southeast Asia may 
fairly quickly soak up the effects of the new Middle East ca- 
pacity and give fresh impetus to those who now are sitting 
back to gauge those effects. 











` ! m 





Sabic/Exxon joint venture at Al Jubail: shift in production. 


Products of the desert 
going for a song 


By Hilfra Tandy in London 


he entrance of Saudi Arabia into | 


the international petrochemicals 
market has aroused strong reactions — 
primarily strong protectionist reac- 
tions — in both the developed and de- 
veloping worlds. The problem is that 


| the kingdom's ambitions in commodity 


petrochemicals come in a period of 
constrained economic growth in the 
developed markets of the United 
States, Western Europe and Japan and 
a concommitant reduction in demand 
for petrochemicals. 

While Saudi Arabia's total commod- 
ity-petrochemicals output will, by the 
end of this year, account for just 3-4% 


of the world’s current capacity, itisex- | 


pected — albeit in the short term — to 
have an inordinate impact on the mar- 
ket. Excess capacity in the developed 
world, notably the US and Western 
Europe, pressure on margins and a far 
tougher competitive situation gener- 
ally, all have combined to fuel fears of 
market disruption and price wars. 
Gauging the impact of Saudi 





Arabia’s entry into the world marketis 
not too difficult. Conventional wisdom 
has it that prices will fall across the 





board; there will be intense mpeti- 
tion in "traditional" export markets 
(notably Southeast Asia). Energy-rich 
producers will need to gain market 
share there and prices may fall even 
further which will bode even worse 
for established producers’ profit 

In fact, though, it reall yearly 
to see if this is happening. Certainly in 
Southeast Asia, Saudi-base roduet 
already has landed t ineat 
low-density polyetl thanol 
and ethylene glycol ind pr levels 
have faltered. But Asian bi note 
that European and Amer sellers 
are tending to undercut Saudi-sourced 
product to retain market shares 

While Saudi Basic Industries Corp 


(Sabic) — the kingdom's commodities- 
petrochemicals operator and marketer 
- and its joint-venture partners (in- 
cluding Mobil, Shell, Exxon and Mit- 


subishi) have been loath to spell out 
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their marketing strategy, clues have 
emerged. In a speech in March, ex- 
Royal Commission of Yanbu and Al- 
Jubail executive, Youssef Nassar, 
suggested that when Sabic plants are 


running at full capacity the potential | 


distribution of product could be: 

15% to the US; 

15% to Europe; 

32% to Japan; 

26% to the Far East, and 

12% to the rest of the world. 

If this pattern is truly representative 
. of Saudi intentions, the question is, 
how responsible will they be in the 
market? The conventional-wisdom 
scenario may turn out to be too pes- 
simistic. Following aggressive pre- 
marketing in Japan and the Far East, 
some of the joint-venture partners 
have now outlined strategies that indi- 
cate they will back out of production in 
existing plants in the US and Europe. 


v 
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Shell, for example, has an agreement | 


with Union Carbide to take almost all 
! the Saudi ethanol output not marketed 
by Shell itself in the US. None of the 
ethanol will go to Europe and while 
Sabic will market relatively small 
quantities to some areas, these will not 
include Europe. Of course, any 
marketer of commodity petrochemi- 


A BLURRED 
PICTURE 


By Nancy Langston in Peking 
major reorganisation of China's 
petrochemicals industry, begun 

in 1983, has yet to produce a coherent 

picture of priorities or development 
of sectors outside of fertilisers, which 
remains the largest downstream seg- 
ment of the industry. Petrochemicals 
projects were divided among four 
major ministries before July 1983. At 
that time, the China Petrochemical 
Corp. (CPC), was formed, and the 
country's 39 large and medium-sized 
petrochemicals enterprises placed 
under the CPC's authority. 
The corporation, directly under the 
‘State Council and the largest of its 
type, has ministerial status but is dif- 
ferent from a ministry because it is 
| charted as a profit-making enter- 
prise. CPC has wasted no time with 
its new brief. Factories and plants 
guilty of inefficient production, 
\ ely owing to high energy con- 
sumption, were closed within the 
first year of CPC's operation, reduc- 
ing losses from Rmb 406 million 

(US$143 million) to Rmb 180 million. 

CPC figures show the industry 
made 1984 pre-tax profits of Rmb 

11.4 billion on production worth Rmb 

27 billion, increases of 8% and 15% 

respectively. According to a top CPC 

official, petrochemicals output value 
and profits by 1990 will be double 
that of 1984. The corporation, how- 





cals is pragmatic. Sabic and the Likes of 
Mobil, Shell and Mitsubishi have said 
they will go for the markets that o. fei 
the best prices. 

A significant factor has been the 
totally unexpected withdrawal 
about 1 million tonnes of Europea 


ethylene capacity recently. A fif 


knocked out Italian state-owned 
Enichems’ 600,000-tonne cracker in 
Sicily, and damage was so extensive 
that it is not expected to be back on 


stream for some months; in Sweden, 


Esso's Stensengrund cracker was dam- 

aged by a falling cooling tower. 
Contrary to forecasts of just six 

months ago, Europe's market is firm- 


ing up considerably and, given a series | 


of pricing initiatives being put in train 
now, it is likely that much Saudi- 
sourced material that might have 
headed East will now be redirected to 
Europe. This will come at a time when 
product is tight, prices are moving up 
and therefore Saudi product will be 
filling a market gap — not pushing 
prices downwards. 

Sabic itself has come in for criticism 
from established producers who are 
not involved in the kingdom's pet- 


rochemicals development. The most | 


consistent criticism has been with re- 


ever, does not give the industry high 
marks. An article prepared by CPC 
for the China Daily says the industry 
is "still relatively backward... ethy- 
lene output, which is an indication of 
the level of petrochemical industry is 
only 1% of the total world output." 

Production of key products from 
CPC's 39 enterprises in early 1984 
amounted to 595,000 tonnes of 
ethylene, 400,000 tonnes of chemicals 
for synthetic fibres, 137,000 tonnes of 
synthetic rubber, 4.93 million tonnes 
of plastics, 2.24 million tonnes of syn- 
thetic ammonia and 3.58 million ton- 
nes of urea. 

The relative backwardness of 
China's industry means that the 
country is a vital and fast-growing 
market for manufacturers elsewhere. 
A complete breakdown of Chinese 
trade figures is not available. But 
customs figures show that imports of 
"chemical and related products" 
were worth Rmb 6.3 billion in 1983. 
In the first nine months of 1984, im- 
ports of synthetic fibres tripled to 
288,000 tonnes. , 

As of August 1984, construction of 
42 petrochemicals plants imported 
from Japan, the United States and 
Western Europe was under way, ac- 
cording to CPC. The US$3 billion ex- 
pansion programme launched in 1979 
was derailed in Peking's heavy vs 
light industry debate, resulting in 
cancellation of projects. Included are 
projects to increase production of 
synthetic ammonia by 300,000 ton- 
nes, urea by 540,000 tonnes and 
ethylene by 300,000 tonnes. 












Abdulaziz A. Al-Zamil, minister of industry 
and electricity, and Sabic chairman. 








gard to Sabic's lack of marketing street 
sense. Competitors feared Sabie would 
be inclined to run its plants flat out and 
sell product virtually anywhere at al- 
most any price. However, it is clear 
from discussions with Sabic execuz 
tives and their customers that the cor 
poration has learned quickly that cus- 
tomers demand continuity of supply, 
quality and technical backup. 

Putting the evolution of the interna- 
tional petrochemicals business into 


A worrying 
reliance on 
imports 


By Carl Goldstein in Taipei 
and Paul Ensor in Seoul 


TOM and South Korea depend on 
imported feedstock. While falline 
raw-material prices are good new 
falling end-product prices are nox, 
given the high cost of production rela- 
tive to some of the newcomers to the 
world petrochemicals scene. Large, di- 
versified domestic markets provide a 
safety net, but manufacturers in both 
countries are casting nervous glances 
at worldwide marketing trends. 

Taiwan, for now, is betting that it 
will be less affected than many in Asia 
by additions to world capacity. The 
island’s highly developed network 
of intermediate and downstream 
users should help keep demand strong 
for close-at-hand supplies of pet- 
rochemicals raw materials and inter- 
mediate products. Although prices of 
ethylene-based ` products will un- 
doubtedly be forced downward by 
Middle East production, government 
and industry sources say there are no 
immediate plans to cut domestic pro- 
duction. 

Taiwan's petrochemicals industry is 
based almost entirely on imported 
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u Feedstock Product/capacity (tonnes) Location 
Saudi Methanol Methane Chemical grade methanol, 600,000 Al-Jubail | Mid-1989 1 
(Ar Razi) E 
Al-Jubail Fertiliser Taiwan Methane Urea, 500,000 Al-Jubail | Mar. 1983 | 
(Samad) 
Saudi Yanbu — Mobil Oil (50) Ethane Ethylene, 450,000; ethylene glycol, 200,000; LLDPE Yanbu 1985 
Petrochemical (Yanpet) 200,000; HDPE, 90,000 
Al-Jubail Exxon Chemical (50) Ethylene LLDPE, 270,000 | Al-Jub Mar. 1985 
Petrochemical (Kemya) | ’ 
Saudi Petrochemical Pecten (Shell Oil Ethane, salt| Ethylene, 500,000; ethylene dichloride, 456,000; styrene, | Al-Jubail | Oct. 1984— 
(Sadaf) subsid.) (50) benzene 295,000: ethanol, 281,000; caustic soda, 377,000 te 1985 
National Methanol Celanese (25) Methane Chemical grade methanol, 650,000  , Al-Juba Sept. 1984 
(Ibn Sina) Texas Eastern (25) 
Arabian Petrochemical | Sabic (100) Ethane Ethylene, 500,000 Al-Jubail | June 1885 
(Petrokemya) s 
Eastern Petrochemical | Mitsubishi-led Ethylene LLDPE, 130,000; ethylene glycol, 300,000 . | Al-Jut v 1985 
(Sharq) Japanese consortium (50) 






perspective, Saudi Arabia and other 


Arab Gulf nations (including Kuwait, | 


the United Arab Emirates and possibly 
Iraq), really just represent the 
spearhead of an inevitable and ir- 
revocable shift in production location 
The established producers put their 
plants where the market was — which 
dictated plant location for more than 








The Middle East producers, and | veloped world's petrochemicals indus- 


those in North Africa and Canada, are | try. Trends already cernible in- 
the first in what promises to be a long | clude 
line of new producers for the markets | » Portfolio redirection and divesti- 


of the 1980s and 1990s. Looking 
further ahead, the next tranche of new 
projects will be in Asia (including the 
region's biggest potential producer, | 
China). After that, at the back end of 


tures among Western product 
» Acquisition by energy-rich produc- 
ers of marketing channels and 
offshore-production faciliti 


» Joint ventures with energy-rich pro- 














30 years. Now plant is increasingly | the 1990s, Latin America will be the | ducers for marketing channe verti- 

being located at the source of natural | focus of a spate of projects. cal integration and technology /capital 
resources. This does not spell the end of the de- | sharing o i 
* z | example) and- plastic piping, among | 

| other products 

In early 1984, Taiwan's two methane 

| plants were shut down because they 

were unable to compete in price with 
| | new imports from the Middle East at i] 

| US$145 a tonne, compared with 
US$300 a tonne in Taiwan. The plants, | 
| operated by Lee Chang Yung and T 
Chang-Chun Petrochemical Co., to- — 


gether had been producing 125,000 — 

tonnes a year 

|| Some 15% of petrochemicals pro- 
duction in Taiwan is of speciality pro- 

| ducts. Both government planners and 
the companies involved would like to 
see this proportion grow, but limited 
spending on research and development 
seems likely to preclude this, at least in 
the immediate future 

















South Korea's economic growth has 1 
produced healthy demand for pet- 
South Korean plant: a healthy demand. rochemicals products in recent years, T 
4 | Production and investment will con- 
feedstock, mostly Middle East crude. CPC's pricing policy is to stick | tinue to grow in coming years, though | 


the rate may slow. Along with other 
| Asian producers, South Korea's manu- 


closely to US contract (long-term) 
prices for its petrochemicals raw mat- 


There is a small amount of domesti- 
cally produced natural gas, mostly 


NILUS m T3 


used for fertiliser production, and a 
tiny amount of crude oil in the Taiwan 
Straits. 

The government-owned Chinese 
Petroleum Corp. (CPC) is responsible 
for all crude-oil imports. CPC also 
owns and operates Taiwan's four 
naphtha crackers and one ethane 
cracker. The fourth naphtha cracker, 
which came on stream in April 1984, 
brought ethylene production that year 
to 660,000 tonnes, up 32% from 1983. 
The Petrochemical Industry Associa- 
tion reckons production this year will 
be about 730,000 tonnes. 
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erials, ethylene, propylene, butadiene, 
benzene and toluene, At the beginning 
of 1984, CPC ethylene sold for US$463 


a tonne; by the end of the year, the | 


price stood at US$402. 

Among the major downstream pro- 
ducts, Taiwan turned out. 177,000 ton- 
nes of low-density polyethylene 
(LDPE) and 92,500 tonnes of the high- 
density variety (HDPE) in 1984. Both 
find their way mainly into plastic 
materials. The biggest 
downstream product, PVC (639,500 
tonnes in 1984), is used to make artifi- 
cial leather (for shoes and bags, for 


|in future, as 





facturers ate wondering how they will 
weather the storm of cheap imports 


| from resource-rich countries 
Local producers will have to learn to 
live with greater foreign competition 


the government goes 
ahead with its plans to liberalise im- 
ports. If this liberalisation proceeds as 
planned, it will have to be accom- 
panied by liberalisation of the domes- 
tic market: prices currently are heayily 
regulated by the government 

In 1984 demand for the industry's 
three basic products, plastics, synthe- 
thic-fibre raw materials and synthetic 
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rubbers, rose 16% to a 
total of 2.04 million tonnes 
(compared with a 19% ad- 
vance in 1983). Another 
slowdown, to a. rate of 
around 10%, is expected 
this year. Exports, mostly 
of synthetic resins, grew to 
174,000 tonnes, up 5?5 on 
1983 

Overall imports soared 
26% last year to 728,000 
tonnes, bringing South 
Korea's self-sufficiency in 
petrochemicals down to 
73% from 76% in 1983. Most 
of these imports were low- 
cost ethylene derivatives from Canada, 
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driving local prices down 6% in April 














and more recently the Middle East. 
This trend continued early-this year: 
ethylene imports roughly doubled, 


Singapore is in 


By Paul Sillitoe in Singapore 


ost elements of Singapore's S$2 

billion (US$900 million) petro- 
chemicals complex on Pulau Ayer 
Merbau are now operating at full capa- 
city, following a year's delay in start- 
up and an expected S$30 million loss in 
the first 10 months' operation (through 
the end of 1984). 

Officials of Petrochemical Corp. of 
Singapore (PCS), which runs the S$1 
billion cracker at the heart of the com- 
plex, are as upbeat as ever about 
Singapore's longer-term place in the 
lucrative markets of Asean and North- 
east Asia (there is virtually no domes- 
tic market). Privately, though, some 
involved in the project feel Singapore 
will be left behind in the latest world 
manufacturing and marketing shift. 

PCS, a 50:50 joint venture between 
Singapore Government undertakings 
and major Japanese corporations (with 
Sumitomo in the forefront) began op- 
erations in February 1984, approxi- 
mately one year later than first in- 
tended. The delay, largely in response 


Most of the imported ethylene is re-ex- 
ported in some form, said Chong Sung 
Taek, of Yukong Ltd, one of South 


the red, but 


far from downhearted 


to glutted markets and depressed 
prices worldwide, reportedly had been 
suggested by Sumitomo. 

PCS managing director Akio Kosai, 
who is on secondment from Sumitomo, 
said in an interview the 1984 loss was 
in line with expectations (it came on 
revenues of more than S$300 million). 
Capacity utilisation of the 300,000 ton- 
nes-a-year cracker averaged 65-80% 
that year, he said; in the first quarter of 
this year utilisation was up to 95% and 
now is 100%. 

Moreover, said Kosai, demand in 
much of Asia is now strong despite the 
threat of high-volume, low-cost com- 
petition from wholly gas-based pet- 
rochemicals producers in Saudi 
Arabia, Canada and elsewhere. (PCS' 
feedstock mix currently is 60-7095 
naphtha, piped direct from adjacent 
oil refineries, and 30-40% imported 
gas, said Kosai. There are plans to in- 
crease the cheaper gas component, 
possibly involving long-term contracts 
with Indonesia, a major producer. In 


KN ea's main producers. 
The main feedstock for 
outh Korean producers is 
haphtha; most is supplied 
by local refiners, with some 
20-30% imported from 
Singapore. The price of 
naphtha, which accounts 
for around 80% of produc- 
tion costs of most petro- 
chemicals, is set by the gov- 
ernment along with all other 
oil derivatives. 

'As price regulator, the 
government has found it- 
self in an awkward posi- 
tion: the refiners insist on 








higher naphtha prices; petrochemicals 
producers, up against falling world 
prices, want them kept low. Through- 
out 1984 prices were 12-15% above 


the longer term, the likelihood of 
further oil-price declines may restore 
naphtha's attractiveness.) 

In fact, the impact of the giant Sint 
plants to date has been on prices, n 
markets. Even before the first small 
shipments of Saudi product reached 
Japan — Japanese trading houses are 
involved either as investors or traders, 
or both, with the Saudi plants — the 
price of low-density polyethylene 
(LDPE) plunged by about US$50 a 
tonne towards the end of 1984; it has 
since recovered somewhat. Ethylene 
glycol prices remain extremely de- 
pressed, and traders doubt they can go 
much lower before recovering. This is 
despite quite brisk demand region- 
wide for LDPE and high-density 
polyethylene (HDPE), two key 
downstream operations in Singapore 
producing, respectively, 120,000 and 
80,000 tonnes a year. 


A: Saudi shipments to Japan grow, 
up to 70% of their total volume 
may be marketed outside Japan. Even- 
tually this will mean severe compe 
tion not only in Singapore's “natura: 
markets in Asean, but also in increas- 
ingly important distant markets, such 
as China, as well as Japan itself. 
Officials of The Polyolefin Co. 
(Singapore), or TPC, which produces 
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Singapore petrochemical complex: all on stream. 
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Industry Association, the main pur- 
pose of scheduled facility expansion is 
to maintain the country’s level of self- 
sufficiency. He points out that South 
Korea is not dealing with overcapacity 
in any area right now; even ethylene 
derivatives, where local capacity. 
(515,000 tonnes a year) still is not keep- 
ing up with demand (750,000 tonnes in 
1984). 

In view. of the rapid drop in prices in 
this area, however, current plans by 
Yukong and Honam to double the 
country's ethylene capacity strikes 
many observers as impractical. oO 


LDPE,.and Phillips Petroleum Singa- 
nore Chemicals (HDPE), would not 
wss operations with the REVIEW. 
‘traders say both firms currently 
are operating at full capacity and sell- 
ing around Asean, while TPC is 
thought to have made quite large ship- 
ments to China — and may recently 
have clinched a major single contract 
—. and Phillips is said to be filling 
smaller orders in China and India. 

However, the prospect of increased 
competition in these markets, at prices 
that could well undercut Singapore's, 
has added impetus to PCS’ efforts to 
get into the black. Singapore Govern- 
ment. officials and downstream mar- 
keters appear to be pinning their hopes 
on Japan and China; but talks in 
Singapore in March with a visiting Ja- 
panese delegation on large, long-term 
sales to Japan appear to have achieved 
little to date. 

And the status of a plan to barter 
petrochemicals with China for low- 
cost Chinese gas as feedstock (presum- 

„utilising relatively cheap Chinese 
_ping each way) is unclear. 

Diversification at Pulau Ayer Mer- 
bau also is being studied, with a possi- 
ble move (if investors can be attracted) 
into speciality chemicals. Kosai said 
PCS is now looking at, for example, 



































that replaces lead in petrol. 
; Another possibility is investment in : 
de-gasification equipment, so that 
some of the cracker's by-products now 
being shipped in gas form to export 
markets (such as butadiene, a synthe- 
tic-rubber raw material) could be 
made available at lower cost and in 
greater volume. 

‘Meanwhile, it is learned, there 
are plans to set up storage and sup- 
port facilities in Singapore for Saudi 
products — a move that must be view- ` 
i- with some irony by Singaporeans. 
tclearatthisstage whether such 
ies would be operated by Saudi . 
Industries Corp. a E 




























methyl tertiary butyl ether, an additive. | |. 





he Asean three voted years ago 

most likely to succeed on the world 
petrochemicals stage, Indonesia, Thai- 
land and-Malaysia, today are far from 
that goal. With their abundant natu- 
ral-gas reserves — alongside which 
huge plants similar to those now com- 
ing on stream in the Middle East could 
be sited — and relatively large domes- 
tic markets, this trio forms an appa- 
rently natural centre of modern pet- 
rochemicals manufacture. 

However, only Thailand currently is 
fully committed to a large integrated 
plant, and that will not make much ofa 
dent on the world supply/demand pic- 
ture until the early 1990s. Indonesia, 
whose plans to establish mammoth ca- 
pacity on Sumatra were hit by falling 
oil revenues in the early 1980s, is likely 
to go ahead with much more modest 
schemes. And in Malaysia, petrochem- 
icals development is taking a back seat 
to debate about appropriate gas utili- 
sation and pricing. 

Indonesia still has no truly world- 
class, economically sized, feedstock- 
integrated petrochemicals plants. The 
only operative facilities comprise a 
couple of polyvinyl-chloride plants 
churning out 70,000 tonnes a year be- 
tween them and a newly opened poly- 
styrene plant that is expected to pro- 
duce 14,000 tonnes a year. 

Two. far more ambitious schemes 


had been planned during the heyday of | 


Asean petrochemicals development, 
but were indefinitely “rephased” in 
1983 in the wake of the oil- price slump 
and the resultant slowdown in state re- 
venues and economic growth. 
Business interests — including some 
with top-drawer political connections 
— seem eager to revive the projects, 
though on a much-reduced scale. But 
even these modest plans would require 


some combination of state funding and | 


tariff protection to be economical. And 


policymakers might baulk at offering | 


such support in light of still-faltering 
oil revenues and the newly launched 
campaign (REVIEW, 25 Apr. and. 16 
May) to hold down input costs for ex- 
port-oriented industries. 

At first glance, there would seem to 
be plenty to argue for establishment of 
an Indonesian petrochemicals indus- 
try. Plastics and synthetic fibres have 
been replacing traditional materials in 
the everyday consumption patterns of 
the population of 160 million, and ex- 
port prospects look promising for light 
manufactures and mass-produced gar- 
ments. With nearly 1,000 plastics 
manufacturers nationwide and more 
firms entering the field, a strong base 
of domestic demand for petrochemi- 
| cal: eems assur d. Current import fig- 












| the US$1.6 billion ethane cra 


By Lincoln Kaye in Jakarta, 
Paisal Sricharatchanya 
in Bangkok and James Clad 

in Kuala Lumpur 





200,000 tonnes each of ethylene and 
propylene alone — all, at leas 
tially, eligible for import substitu- 
tion. 

And abundant gas reserves 
Sumatra and offshore in the J 
provide ample potential fe 
Compared with the feedstock 
able to. Middle Eastern compe 
Indonesian gas is hardly as plenti 
nor as üccessible nor as “fat” {r 
the higher-order hydrocarbons 
comprise the building blocks of 
petrochemicals most used in plas 
and synthetic fibres). 

Nonetheless, before the oil-pri 
slump, petrodollar surpluses embol 
ened Pertamina, the state oil monos 



































rochemicals joint ventures in Sun 





plant to the north and the US$1 
lion aromatics plant in the south. 
Their capital-intensive upstrea 
phases, converting feedstock into basi 
products, remain in prolonged limbo 
But entrepreneurs, including two corm 
panies with ties to close relatives of. 
President Suharto, have applied to 
take over portions of the downstream 
phases. One plan calls for produci 
polyethy lenes with imported fe 
in the original Sumatran olef 
Another would move the pol 
plant away from the gé 
together and down to West J 
the end-users are conce 
donesia's investment planning 
still deliberating among these Į 








































s for the aromatics plant, work 
the upstream unit remains frc 
(after nearly US$500 million in outlay: 
for engineering, site-clearing. ane 
building preparations). The down 
stream unit has been scaled dow 
to a capacity of a little more 
100,000 tonnes a year (versus 
225,000 tonnes previously e 
and its output reoriented to 
Indonesia’s industrial mix by 
trating on chemical inputs for 
ter fibre, rather than : 
originally planned. 
Critics wonder how these schera 
whose scale placed them at the: 
end of the economically feasi 

as originally planne 
prove cost-effective in t 
versions, especia wi 
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The People’s 
Republic of China 
a Year-Book 1984 


~ 112 colour illustrations, * 
- 400 b/w illustrations and 
. all the information on 

- China you'll ever need! 
3B Now only US$75 


a (hard cover) 
a 


. The 970-page People's Republic of China Year-Book 1984 is 
_ without doubt the single most complete reference work ever 
_ produced abeut China. Its contents range from the land and its 
people to business, economics, finance, culture, education, 
. politics, science and technology and countless other subjects. 


. What is it? 

. The result of thousands of man-hours, the People's Republic 

_ of China Year-Book 1984 was written and edited by The New 
China News Ltd. and Evergreen Publishing Co., a group of 

_ dedicated professionals who know China intimately. The 

. result is a book of unmatched breadth and depth. 

. Who needs it? : 

Completely indexed, the People's Republic of China Year- 

Book 1984 places thousands of facts and bits of information 

at your immediate disposal. The book is essential to 

businessmen, financiers, students, professors and virtually 

. anyone with a need to know or a keen interest in China of 

. today. Liberal use of charts, maps, tables and colour 

| photos makes the book enjoyable as well as informative 

_ reading. 

How to get it 

_ Order your copy(s) now by simply completing the coupon 

. below and returning it together with the indicated payment of 

USS75 (or the equivalent in local currency) to the indicated 
address. : 
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here's a double-barre 
you cannot afford to pass... 





F offer 


The Annals of 
China's Enterprise 
Register 1984 


1200 pages of vital and 
detailed information on 
all major Chinese national 
corporations and foreign 
trading companies! 
Now only US$80 
(hard cover) 





This Register contains information on 600 Chinese national 
corporations and foreign trading companies, and their branch 
offices. Published bilingually in English and Chinese, it 
provides a company profile, copies of business licence and 
certificate, scope of trade and registered capital of the 
individual corporation. 


What is it? 

This Register draws its information from the data file provided 
by the State Administration of Industry and Commerce. Based 
on the information of enterprise registrations under the 
economic laws, this Register is an authoritative and 
comprehensive work of reference designed to disseminate 
information for all licit corporations. 


Who needs it? 

This Register, completely dependable and well documented, 
presenting reliable information and data for China’s socialist, 
economic construction is a must for business executives, 
financiers, industrialists, or anyone currently doing or 
planning to do business with China. It further serves as a 
valuable reference source for those involved in the study of 
Chinese economy. 


How to get it 

Simply complete the coupon below today and send together 
with your payment in the amount of US$80 (or equivalent in 
your local currency) per copy. 


` Order both books and save US$25. Clip and mail this coupon today! Send to: 





irculation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. zu 
| A) O Please send ........ copy(s)of | B) O Please send ........ copy(s) of | Buy both and save US$25 | 
hi The People’s Republic of | The Annals of China’s 
| / China Year-Book 1984 for Enterprise Register 1984 for | C) O Please send ........ set(s) of both | 
| which I enclose US$75 per | which I enclose US$80 per The People’s Republic of China | 
e copy. Forsurface mail delivery | copy. For surface mail delivery Year-Book 1984 and Annals of 
K | add US$10. for airmail add US$12. for airmail | China’s Enterprise Register 1984 | 
"1 delivery add US$22. | * delivery add US$25. for which I enclose US$130 per 
1 | set. For surface mail delivery add | 
c AE US$22, for airmail delivery add 
23 i | EU: NONE Fier n ae P NE Reus dod ete ange ed, | US$37. | 
A Addresi NIE Uu LIV LESER | | 
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DU You may forward payment in equivalent local currency. BAON PT 
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feedstocks that provide 
d'etre. 

Nervous attention 
what pricing strategy the 
Eastern producers will ad 
are content to coast on thei 
vantage, there might yet be ro 
some modest Indonesian petrochemi- 
cals development, it is felt. But if the 
Middle East aggressively underbids 
world markets, production here can 
only add to the burden of Indonesia's 
much-deplored “high-cost economy.” 
As a foretaste of possible overheads to 
come, local plastics manufactures in 
October 1984 were treated to a set of 
import controls on petrochemicals in- 
puts. Although prices of these products 
have yet to rise as a result, administra- 
tive costs have multiplied. 

Industry sources report that the 
trend among the 20-30 large manufac- 
turers that account for nearly 80% of 
Indonesian plastics production is to- 
wards more specialised injection- 
moulded goods that require a higher 

trade of petrochemical input than In- 
donesia could produce in the near fu- 





pt. If they 
ost ad- 








ture. So, these sources argue, to erect 
barriers against the inflow of cheap 
Middle Eastern petrochemicals, at 

'ast at the top of the line, hurts plastic 
alakers without notably helping po- 
tential domestic petrochemicals pro- 
ducers. 

Thailand, meanwhile, unswayed by 
the price impact of Saudi Arabia's 
debut, is moving ahead with final pre- 
parations to launch the country's own 
petrochemicals complex on the eastern 
coast (REVIEW, 21 Mar.). 

A 65,000-tonne private-run plant 
has been producing low-density 
polyethylene (LDPE) from imported 
ethylene for several years. The planned 
complex, officially targeted to come on 
stream in 1989, will produce some 
315,000 tonnes of ethylene and 105,000 
tonnes of propylene a year when it 
reaches full capacity in 1992, as well as 
approximately 500,000 tonnes of 
downstream products. 

With locally available — albeit quite 
expensive — gas as feedstock and a 
rapidly growing domestic market, the 
Thai project would seem to be quite 
protected from global supply/demand 
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hifts. But a revision may 
products fall drastically as tHe result of 
future glut. The next few months will 
rove a crucial period as the Thais 
finalise plans to-build the upstream 
plant. 

Because the Saudi product lineis not 
completely compatible with plant sys- 
tems in Southeast Asia, its impact on 
countries such as Thailand is expected 
to be marginal. Said one source: *Most 
plastics-related plants are designed to 
use LDPE; machinery conversion to 
take linear LDPE, or LLDPE — the 
main Saudi line — would be costly." 

"It was originally feared that Saudi 
output would cause drastic price dis- 
ruption; so far that has not been the 
case," said a senior planner at the Na- 
tional Petrochemical Corp. (NPC — 
the public/private joint venture which 
is undertaking the upstream portion of 
the complex) “At current [price] 
levels, the Thai complex will be com- 
petitive in the long run," he said 

In a display of confidence, the local 
Metro Group on 28 May signed a joint- 
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venture agreement with Himont Inc 
(itself a joint venture of United States- 
based Hercules Inc. and Italy's Mon- 
tedison) to build a 100,000-tonne 
polypropylene plant, one of the four 
proposed downstream projects 
Negotiations on the other three, to pro- 
duce HDPE, LDPE and LLDPE plus 
vinyls, are in the final stages. 

Some 26 consortia — including Ja- 
panese, American, European and Thai 
contractors — have been qualified to 
bid for the various upstream facilities. 
Of these, about 20 are,expected to sub- 
mit tenders by a mid-September dead- 
line. Given intense competition, the 
Thais are expecting final contracts to 
come in substantially below the 
US$315 million originally projected 
for the upstream portion alone. 

Malaysia continues to eye the 
longer-term attractions of major pet- 
rochemicals development to better 
utilise its abundant natural gas. But 
most attention these days in the petro- 
leum and related sectors is going to the 
national oil corporation, Petronas' 
plans to deliver via a pipeline from 
Trengganu natural gas to power sta- 








tions both on the peninsula's west 
coast and in Singapore. And while 
Sabah has taken the lead in gas-utili- 





sation projects, an unresolved argu- 
ment over pricing and preferred indus- 
tries still delays petrochemicals déve- 


lopment here 
The route for Phase 2 of Petronas’ so- 


called Peninsular Gas Utilisation Pro 


ject (PGUP) has now beén determined 
a 700-km feeder line will drop almost 
straight south from Telok Kalong in 


Trengganu to a point in Johor where it 
branches, one line to feed Singapore 


with 150 million standard ft*/day, the 


other for three power stations in Negri 
Sembilan ahd Selangor 

Petronas executive director Murad 
Hashim has said that using gas for 
power-plant fuel (at present about 


two-thirds of Malaysia's electricity is 
generated by oil-fired generators), 
would bring in more returns tl 
rochemicals production 

Other options now being explored by 
Petronas include the manufacture of 
methyl tertiary butyl ether n addi- 
tive for petrol that replaces lead. Pet- 


an pet- 


ronas estimates US$160 million is 
needed for a 300,000-tonne-capacity 
plant which would use indigenous 
materials. The plant also would make 
propane and butane derivat (used 


for plastics and _ synthetic-rubber 
manufacture) 

A related concern is the degree of 
monopolistic intention by Petronas in 
downstream industries. Murad has 
stressed that Petronas prefers to con- 
fine itself to “producing the basic and 
intermediate needed 
by downstream processing industries 
Fears that Petronas will be involved in 


petrochemicals 


all sectors of the petrochemicals indus- 
try are unfounded,” Muram said re- 
cently 

Meanwhile, Sabah's gas-utilisation 
projects have started coming stream 


on the island of Labuan, recently de- 


clared a federal territory. Starting in 
1981, a M$2.43 billion (US$988 mil- 
lion) programme built a hot-briquet- 
ted iron works, an electricity plant and 
a methanol plant 

Delays have hit the methanol plant 


in| particular; commercial production 
has only just started, with full capacity 
of 680,000 tonnes a year (using 60 mil- 


lion standard ft?/day of gas), initially 
expected to be reached by the end of 
this,year. That plan now is in some 


doubt 
The depressed petrochemicals mar- 


ket has, for the time being, put a range 
of downstream-industry proposals on 
the shelf. But the lobby for domestic 
utilisation of gas, for purposes other 


than power generation, is active and 
vocal. Having decided to confine 
Sarawak's gas production to export 
earnings from Japan, the government 
is anxious to use the reserves from 24 
gasfields off Trengganu for local pur- 
poses. Its appeal as an oil substitute is 
most attractive but the other options 
are not being neglected ü 
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@ NOW there is yet another Asian 
country (after South Korea, Taiwan 
and Thailand) looking gingerly at the 
idea of an investment trust open to 
foreigners: India. The question 
arises, is this 
stretching hope a bit 
thin? 

GT Management 
does not think so. 
For the past four 
years or so, the Lon- 
don-based interna- 
tional investment- 
management group 
has been quietly 
promoting the idea 
of an Indian invest- 
ment trust for for- 
eigners. It has been 
doing the rounds, 
courting the Indian 
Government and other interested 
parties. Philip Gray, the GT director 
responsible for the idea, says that 
when he started everyone thought he 
was mad. But he sensed that India 
might join in the widespread move 
towards free markets. At the time, 
the move in India was slow. But with 
the advent of Prime Minister Rajiv 
Gandhi's overwhelming victory at 
the polls, it has accelerated dramati- 
cally. 

Gray calls Gandhi's February 
budget startling, and says that "in 
terms of its innovative stance [it] 
made [British Prime Minister Mar- 
garet] Thatcher look rather pale." He 
sees it as part of a movement which 
will eventually lead to a non-resident 
investment fund coming into exis- 
tence. 

The quickest route would be a fund 
under the wing of one of the five 
government-controlled investment 
agencies. But GT would clearly pre- 
fer to go the more difficult, but ulti- 
mately more rewarding, route of 
managing a fund independently. 
Being GT, its case for this is based on 
the theories of free-market econo- 
mics: good company valuation leads 
to good allocation of capital. 

As for the advantages of India as a 
place for portfolio investment, Gray 
waxes lyrical over a whole list of 
them. The sharemarket is already 
well-developed. India has 3,700 
quoted companies (of which 150 are 
actively traded). The market capitali- 
sation, after a boom in the past six 
months, is US$9 billion. Also the lin- 
gua franca is English and company 
law is based on British company law. 
The companies available include as- 
sociates of international blue chips 
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such as Siemens of West Germany. 
And the freeing of Indian industry 
from bureaucratic shackles could 
lead to leaps and bounds in activity 
and success. 

But wait a minute. Be- 
fore we get carried away, 
let us remember we are 
talking about India. Is this 
not a place where habits of 
FE state control and bureau- 
cratic interference are 
deeply ingrained? Was it 
not less than a decade ago 
that India was busy throw- 
ing foreign investors out, | 
rather than inviting them 
in? Although a. foreign 
equity fund would be a 
good move for India and 
GT would be a good choice 
to manage one, this could be 
a "bridge too far." Shroff hopes not. 
@ ALTHOUGH GT may have been 
the first to work towards an India 
fund, the “usual suspects" are joining 
in. Merrill Lynch, the big American 
securities house, is apparently among 
them. Merrill Lynch is also, so the 
London market believes, chasing a 
Thailand fund. The American com- 
pany is thought to be aiming for a 
US$40 million one, while rivals Pru- 
dential Bache are thought to be going 
for one of US$25-30 million and are 
keen to be first. 

Merrill Lynch, because of its size, 

may be able to persuade countries 
worldwide that it should manage 
their new funds. But size is no 
guarantee that all will go well. 
Among the funds Merrill Lynch has 
floated is the Korea Trust. At least 
one British investor who bought 
through Merrill Lynch has suffered 
considerable irritations and delays in 
receiving dividends. The fund has 
also performed the worse of the two 
funds launched in South Korea at the 
same time. The better-performing 
fund was launched by Vickers da 
Costa. 
e GOLD is dead. Long live gold! The 
investment market in gold is so quiet 
you might think it was dead. The 
latest authoritative annual report on 
gold by Consolidated Gold Fields dis- 
mally comments: "As yet, there is no 
sign of private investors taking any 
renewed interest in gold." But it is 
often precisely at times when invest- 
ment interest is dead that one should 
invest. 

The users of metal, for jewellery 
mainly, are buying in sufficient 
quantities to provided a buttress for 
the gold price. Last year, according to 








James Bartholomew 














Consolidated Gold Fields, they 

bought a net 818 tonnes. That com- 

pares with a low point of only 127 

tonnes in 1980 and is the biggest 

offtake for jewellery since 1978. In 

this sense, the risks of holding gold 

now look less than at any time in the 

past seven years. Consolidated Gold 

Fields goes so far as to say “physical 

nd has proved to be remarkably 

ig at US$300 [an oz] and it now 

‘ars less likely that the price will 
;»elow this support level." 

imittedly the financial condi- 

: for a speculative boom are not 

ent as they were in 1978-80. The 

ant generation of financially 

ent central bankers have infla- 

too well under control for gold's 

ig. But there is no telling when 

; period of prudence will end. 

sanwhile, the low downside risk 

akes a small percentage of gold a 

ensible part of any portfolio. 
» THE Far East has become an in- 
creasingly important player in the 
gold market. According to the Gold 
Fields report, Far Eastern fabrica- 
ion (including India) reached an all- 
ime high in 1984 at 371 tonnes. That 
3 within a few tonnes of Europe, the 
* raditional leader in fabrication. A 
iajor turnaround has taken place in 
he past decade. In 1978, Far Eastern 
abrication represented only slightly 
nore than a third that of Europe. 

The improvement was particularly 
narked in 1984. There were jumps in 

emand from the domestic markets 

f Indonesia, India, Taiwan and 
Hongkong. But it was also due to the 
Far East's inroads into selling jewel- 
lery internationally. Singapore, 
Hongkong, Thailand and Malaysia 
are all taking a bigger share of export 
markets. 

The Far East is also increasing in 
importance on the investment side. 
Investment demand “rocketed” in 
Taiwan, Hongkong, Singapore and 
Japan. For Japan and Taiwan, the 
buying is a symptom of success. It is, 
among other things, a reflection of 
huge current-account surpluses. But 
it is also a reflection of the skill of the 
Far Eastern buyers. They bought 
heavily when the price dipped below 
US$300 an oz. The Gold Fields report 
picks up a consistent theme of this 
column about gold by saying, “the 
sense of timing shown by purchasers 
in Japan, the Far and Middle East 
proved to be far superior to that of the 
supposedly more sophisticated large- 
scale investors elsewhere." It isa skill 
based on the brilliantly revolutionary 
principle of buying cheap. 


20 JUNE 1985 e FAR EASTERN ECONOMIC REVIEW — 











jJ "o worldwide financial service, you should 
look for a bank that offers you a bit more 
_ than just services worldwide. 














(o eeda bank whoséinterest doesn'tstop We are Germany's second largest bank, wi 
“short at your balance sheet. A bank that . 1,000 domestic branches, and over eig 
he trouble to understand your busi- offices worldwide. After being in inte 
in i i business for more than a century we 
. more than 100,000 companies. They 
_what they can expect from us. A full range 
international financial services - and a | 











































EN, 

telephone 
systemis 

able to last 


Its ableto | 
change. 
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A lot of telephone systems can last. 
ia problem is, a syStem can last and still become obsolete. 

After all, countries grow 
and their needs change. 
Technology changes, too. 
All of which the Republic of 
Turkey kept in mind when it 
8 ordered 3.4 million lines of 
ITT System 12." 

System 12 is fully digital, 
of course. 

But what makes it 
unique is our patented pro- 
cess: fully distributed control. 

Fully distributed control 
allows us to eliminate the 
large central computer 

That's why Turkey chose it. found in ordinary digital tele- 
phone systems. 

Rather, control is evenly distributed among many microprocessors 
within the system. 

Add more lines to System 12, and you add the necessary control 
at the same time. Adding new features is just as easy. 

When Turkey grows, System 12 can grow with it. When technology 
-aanges, System 12 can change to accommodate it. 

What's more, our modular design insures that a problem in one 
part of the system is isolated—it won't become a problem for the 
whole system. 

And by doing all of these things, System 12 will really last. 

And last, and last, and last. 
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Get the Whole Picture... 





Panasonic’s FP-1520 plain paper copier can to-edge copying (up to 15 copies/minute), two-step 
reproduce all kinds of originals—even colour or enlargement, and three-step reduction, and you've 
black-and-white photographs— with startling clarity. got a clear picture of quality. 


Because our exclusive Magnefine process uses 
minute copying particles to capture even fine lines 
and halftones beautifully. Combine that with edge- 








Give Whatever You Want. 


Just because you receive the whole picture the FP-1520. Your copy will come out exactly as 
doesn’t mean you have to pass it all on. Maybe there commanded. A second E?S board will enable you to 
are some figures, pictures, or copy that are for your transfer material from one document to another 
eyes only. With the optional E’S editing system Once again, Panasonic technology gives you 
deletions, transfers, and centering can be performed more. What you give is up to you. 


without cutting and pasting. 
First, place the original on the E'S and, using the 
m . attached stylus, indicate 
E x W the areas to be deleted 


LI 
or repositioned. Next, Panasonic 


EE. SS take the original Office Automation @ MA 

and align it in the € 
nS same position on x 
E?S Editing System 





Panasonic, along with National, is a brandname of Matsushita Electric. 





When You Need Someone to Rely On, You Can 
Count On Yamaichi For Support 





Making the right decisions is no easy task, when you 
are out there on your own. So why don’t you share 
your problems with Yamaichi — turn to us for 
assistance in international investing and financing, 
and make use of our service and experience. 

You'll find the world is a friendlier place. 
Yamaichi thinks people. 


YAMAICHI 


YAMAICHI SECURITIES CO., LTD. 


Head Office: 4-1, Yaesu 2-chome, Chuo-ku, Tokyo 104, Japan. Tel: 03-276-3181 Telex: J22505, Yamaichi International (H.K.) Limited: 
Room 1211-1220, Hutchison House, Central, Hong Kong Tel: 5-248014 Telex: 73747 Singapore Representative Office: CPF Building, 

79 Robinson Road # 16-07, Singapore 0106, Republic of Singapore. Tel: 2250688 Telex: RS22571 Seoul Representative Office: 19th Floor, 
Lotte Building, 1, Sokong-dong, Chung-ku, Seoul, Korea. Tel: 776-2230 Telex: K26651 Beijing Representative Office: Beijing City Minzu 
Hotel, Room 2617, Fuxing Men Nei Da Jie 51, Beijing, The People's Republic of China. Tel: 65-1862 Telex: 22829. 


Paris, Sydney, New York, Los Angeles, Chicago, Montreal, London, Amsterdam, 
Frankfurt/Main, Zurich, Geneva, Bahrain. 






Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia’s future but 
affect the entire world. Asia 1985 Yearbook covers 
hese events, compiles analyses and interprets them. 
No businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In its 26th Edition 

The Asia 1985 Yearbook, celebrating its 26th anniver- 
sary, is bigger and more comprehensive than ever 
before. Matching the rapid pace of Asian development, 
we have gone into greater detail, with deeper insight, to 
produce a book that anyone who has any dealings with 
Asia should have on the bookshelf. 


Features 

The Asia 1985 Yearbook includes a newcomer to every 
chapter — the Databox which gives an instant glance of 
essential data. You will find familiar chapters and fea- 
tures as well: a Regional Round-up, The Power Game, 
?opulation, Development Banks, Asian Finance, Asian 
investment, Commodities, Energy. Aviation, Shipping, 
Trade & Aid, West Asia, South Pacific and Asian 
Organisations. 


The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Politics/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
Australia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 


As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, 
including a full military profile of every country. Each 
country has a new map to go with its chapter. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-nand information on everything from market poten- 
tial and population trends to foreign aid involvements 


| We give you Asia, 
| minus the mystery, 
| minus the myth: 
Asia 1985 Yearbook 












and social and cultural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 


Published by the Far Eastern Economic Review, the 


Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reporis from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 26 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$170/U8$21.95/£20/8$49.50/M $56.50 
Hard Cover: HK$200/US$25.95/£23.75/5$58.50/M $67 
For airmail delivery, please add: 
HK$45/US$6/£5/S$13/M$15 
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To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 





Please rush me copy/copies of the Asia 1985 Yearbook as 
indicated. | enclose a cheque/postal order for 1. 


acu MM 
Address 


Asia 1985 Yearbook (Soft Cover) 
Price: HK$170/US$21.95/£20/5$49.50/M $56.50 each 


No. of copies mme L3 by surface C) by aima 
Asia 1985 Yearbook (Hard Cover) 

Price: HK$200/U8$25.95/£23.75/8$58.50/M$67 each 

No. of copies neee © by surface £i by ammai 
“For airmail delivery, please add: 

HK$45/US88$6/£5/85813/M$15 per copy ROG?OYS 
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Craftsmanship — measured and precise. 

















At Pakistan International, you'll find that 
we acquire technology with the same 
ease as we expand our operations. 
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End of the free lun 


Australia’ s treasurer proposes a major revamp of the 
system, but critics say it will disrupt the economy 


By Hamish McDonald in Sydney 


eclaring his country’s present taxa- 
tion system to be “rotten” beyond 
repair, Australian Treasurer Paul 
Keating has announced a package of 
sweeping reforms which trade income- 
tax relief for new taxes on goods and 
services and a removal of tax shelters. 
The recommendations, contained in a 
Treasury White Paper released on 4 
June, will dominate political debate in 
Australia for the rest of this year. How 
they are accepted could make or break 
the Australian Labor Government of 
Prime Minister Bob Hawke in elections 
«due by the end of 1987. 
_ While, groups. threatened with re- 
: ral of particular benefits have been 
loudest in their howls of outrage, the 
main element of a new, broadly based 
consumption tax — added to the retail 
price of goods and services — appears 
to have wideendorsement. Acceptance 
of Keating's concrete proposal of a 
12.5% tax across the board is less cer- 
tain. Many are unconvinced that gains 
in the pay packet through lower per- 
.sonal. tax will more than compensate 
for higher bills at the supermarket. 

Keating's persuasive powers will be 
tested early. In the first week of July, 
the government has convened a na- 
tional summit meeting with represen- 
atives of unions, employers, farmers 
and, welfare bodies in an attempt to 
forge à consensus on tax changes be- 
fore making firm policy decisions later 
this year. New tax measures would be 
implemented from the fiscal year 
starting in July 1986. 

zrucial allies in winning public ac- 

3tance will be the emerging, young, 
technocratic leadership of the um- 
brella organisation of the labour 
movement, the Australian Council of 
Trade Unions. 

The White. Paper itself presents 
strong evidence that the present sys- 
tem has squeezed out just about as 
much revenue as it can and that a 
further tightening of the screws would 
have counter-productive effects: the 
heavier the tax burden, the greater the 
incentive to evade tax; the more tax- 
dodging, the greater the burden on 
honest taxpayers. 

= Over the past 30 years, the marginal 
rate of tax on average earnings has 
risen from 19% to 46% and the average 
rate.of tax has gone up from 10% to 
25% of earnings. The highest marginal 
tax rate of 60% now cuts in at 
*A$35,000 (US$23,200) a year, which is 
only 1.6 times'average yearly earnings. 
In 1954-55; the top rate of 66.7% cut in 
at about 18 times average Coynings: 
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‘along with excise and customs duties, 








The contribution of personal income 
tax to federal government revenue 
rose over the same period from about 
35% to 52%, while the take from com- 
pany tax, sales tax on a limited range 
of items such as cars and cigarettes, 


has fallen. A levy on domestic crude oil | 
is the only indirect tax which is grow- 
ing strongly. . 

The company tax rate of a flat 46% 
also is high, especially when combined | 
with a second bite at the remainder of | 
profits whenit is handed to sharehold- 
ers as dividends and taxed at the mar- 
ginal income rates. According to the 
Treasury, Australia is one of the few i 
























holders. Legisi 
trend for existing companies to | 
form themselves into trusts, but ne 
ventures are not inhibited. The 
sury reports an accelerating 
new ventures, especially in r 
to be set up as trusts. Total iS 
public trusts have grown from A$ a0. 
million to about A$7 billion over the 
past decade. 
Tax avoidance often takes ti 
of transferred deductions. Thu. 
vestment in film-making earns 
tax deduction plus a tax holid 
third of income earned from the 
A hobby farmer can count losse 
farm against his earnings in 
financial district, using 
methods designed to help f 
farmers. “Negative gearing” tra 
the losses on rental property b 
with borrowed money to other in 
while the property itse 
The absence of capit 
cept on à 
within 12 months ot 
chase), and since th« 
1970s of death 
means that if invest 








can be arranged to 
little income but m 
preciation they att 
tle attention. Varia 

















the zero-coupon 
(bearing little interest 
sold at a discount on 











thorities have been fig 
ing. 
Keating proposes abo 









atveWom Hi^ S duction of a capital 


countries in the OECD to retain this | 
so-called “classical system" instead of 
trying to combine payments into a 
single, more moderate rate. 

The Treasury estimates that income- | 
and company-tax evasion amounts to 
about A$3 billion a year, equivalent to | 
nearly 10% of income-tax receipts ex- | 
pected in the current fiscal year. | 


ax avoidance through the use of 

legitimate tax incentives is a growth | 
industry for the financial community 
and its clients. Use of these "lurks and 
perks" often carries the biggest tax 
saving at higher incomes and because 
of initial outlays is available only to 





the wealthy and best-advised. Senior 


| 

| 
executive positions are now routinely | 
advertised at particular salary rates 
“plus package,” which can be equal to 
a third of the base salary, according to 
a survey by Price Waterhouse and As- | 
sociates in De | 





| would become subject to tax ( 


lishing these various forms 
of tax shelters a 

in a minimal option for: 
form. The most i 
element would be 






















tax on the realised real gain on 
sets apart from à taxpayer's prine 
residence and certain personal be 
ings. Transfer by inheritance or 
would be considered as realisation o 
the capital gain. In other areas: 
» Negative gearing would be limited 
by allowing interest on rental-prop 
erty investments to be deducted on 
against income from that property. 
» Farming losses could be written oll 
against only A$10,000 of other incor 

» Foreign income would be tax 
with credits for tax paid overseas. 
» Gold-mining income, now t 


rently at regular corporate rates 
1986-87. 
» Film-makers would have 
write-offs cut to 50%. 
» Concessions would be withdrawn 
from ventures in oil expic 
forestation, soil and water conserva. 
tion. . 
> Income-tax rebates on medical and - 


annual- 





Sy : 
troduced to’ reduce’ 
moonlighting. 


: (A$ million) 7 
























» Fringe benefits Fringe benefits 
would be taxed at in kind 

-— i N 3i le a} t cash 
employer ievei a Capital gains tax 





the corporate tax 
rate of 46% and de- 
Uductibility of busi- 
ness entertainment 
would largely be dis- 
allowed. 

In total, these 
would produce more 
“than A$2 billion a 






Negative gearing 







Gold mining 





rebates 












accommodation 





National identification system 


Primary production losses 
Concessional expenditure rebate 
Tax of foreign-sourcé income 


Petroleum and afforestation 
Film industry concessions 


Primary producer concessions 
Depreciation on residential 




















"year from the second 
year of introduc- 
ction, which could be 
traded off in a comparatively moderate 
easing of the income-tax scale. This 
approach could be combined with 
either of two variants of consumption 





Total 






One approach reduces existing 
wholesale sales tax on big-ticket goods 
such as cars and household electrical 
products (now 20-32.5%) to 10%: 
Joods and services not now taxed 
ould be subject to a sales tax of 5% or 
o. This option would allow a further 
$1.5 billion to be handed back as in- 
ome-tax cuts. 

The other approach would abolish 
¿all existing sales taxes and replace 
hem with a 12.5% sales tax (excepting 
'xport items). Pensioners and low-in- 
‘Ome earners would get increased 
benefits, leaving a net revenue yield es- 
mated at A$6.8 billion. 

The unions are baulking at income- 
ax relief that gives an average income 
'earner back about A$1,500 a year and 
iomeone on A$40,000 a year an extra 
-A$3,400. 

The Treasury has estimated that the 
"preferred option" of a 12.596 con- 
sumption tax would add about 6.596 to 




































COMPANY RESULTS 
































the consumer price index on a “one- 
off" basis. Assuming this initial price 
rise is not built into a wage/price spi- 
ral, that incomes of government-pay- 
ment recipients are adjusted, that the 


changes have a neutral effect on the | 


government deficit and that monetary 
conditions do not tighten with the in- 
creased price level, the tax shiftshould 
not have major effects on broad econo- 
mic activity while being introduced, 
the White Paper said. 

The change from the present selec- 
tive wholesale tax with its high rate to 
a broad tax at a lower rate could cause 
consumers to delay purchases. Or, con- 
sumers could stock up on presently un- 
taxed items that would be subject to 
new taxes. Pricing could be affected by 
the extra costs associated with the 
fringe-benefits tax, adding to infla- 
tionary pressure. 

It is not. certain, either, whether 
Keating's medicine would cure the 
sickness in the tax system. The ability 


-to avoid may have been curbed, until 


the more inventive accountants find 
new loopholes. The incentive to evade 
would still seem strong. o 






























Hoping ami 


he South Korean economy extended 
its slide in the first quarter of 1985. 
Pessimists point to the structural na- 
ture of the current slowdown — a fall 


‘in exports in strategically important 


areas which also are key industries, 
such as shipbuilding, overséas con- 
struction and light manufacturing. 
The optimists are hoping for improved 
international demand for South Ko- 
rean goods in the second half of the 
year, especially in new fields, such as 
cars and electronics. 

Compared to a year ago, exports fell 
by 7.5% in the first quarter, while let- 
ters of credit received during the same 
period were off 8%. Trade figures for: 
April and May, however, showed 
slight upturn in overall exports. Sor 
of thesharpest falls have come in ligh.- 
industrial goods, where exports in-the 
first quarter were down 6:396, and 
Ships, which were à full 33.2% down 
fróm the comparable period last year. 
Heavy and chemical products were 
also down, falling 5.996 from the first 
quarter of 1984, though, unlike light 
industries, they haveshown some signs 
of improvement in April and May. Ser- 
vice exports in.the first quarter were 
down 0.5%, largely owing to falling 


Middle East construction earnings: 


Government officials argue that the 
poor export showing in the first quar- 
ter must be viewed against the unusu- 
ally vibrant growth of exports and the 
economy as a Wholein the first quarter 
of last year. The dramatic fall-off in 
ships, they pointed out,» artly due 
to the nature of that industry — sales 
tended to be bunched up rather than 
evenly spread out over time. 

































































Net % change ‘change Dividend 
Company Period profit on period Sales onperiod (prev) Comment 
Singapore H28Feb. S$10.87m +5 S$4021m " 4549 ^ Group performance not expected to be maintained 
Land (US$4.9m) (US$18.2m) (nil) in second half ending 31 Aug. in view of depressed 
property market. 

Goodman Y31Mar. NZ$45.3m +100 NZ$359.6m +109 na Operating profit almost doubled because of contri- 
Group (US$20.6m) (US$163.5m) {na) bution from Elders IXL Food. Current year earnings 
(New Zealand) : estimated to be NZ$52 million... 

Y31Mar. NZ$35.2m 492 NZ$380.6m +37. na Profit helped by a mining related tax credit; slow- 

(US$16.0m) (US$173.0m) à (na) down evident in second half; Current year forecast 

: is fora weaker NZ$22 million profit. 

: Y31Mar. A$6.2m —5.8 A$245.7m +21.6 15¢ Profit slide due to'fallin Australian and New 
& Gotch : (US$4.1m) (US$163.8m) (same) Zealand dollars which. hit. foreign magazine 
(Australia) wholesaling. 

Herald H31 Mar? A$17.83m +17.6 A$221.88m +9 7.5¢ “Profit was below market expectations.and growth 
& Weekly -(US$11.9m) (US$147.9m) (same) slower than.imprevious half. Fall-offi in advertising 
Times hit Melbourne TV subsidiary. 


(Australia) 















Y = year-end; H = half-year ended. 
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Although exports of ships may im- 
prove in the short run, the prospect of 
further decline is becoming more cer- 
"tuim:as new orders show a fall in the 
t quarter;.and.major producers are 
nning manpower cutbacks later 
year. Decline in the textiles sector | 
grounds for particular concern: | 
South Korean textiles are not gaining 
an- quality or price competitiveness, 
while new Asian exporters, particu- | 
Jarly China, are under cutting them. 
Recently the Korea Federation of 
Small Business released figures show- 
ing that stockpiles of small firms in 
the. Taegu-Kyongsang-Pukto. region, 
where 75% of the country's textiles are 
*rvóduced, rose by 51. 4% to Won 51.1 
< Hon (US$58.7 million) worth of 
goods in the first quarter. The govern- 
ment announced in early May that ca- 
pacity investments will be frozen over | 
the coming year. | 
Electronics and cars provide the 
only bright spot in the exports picture. 
According to recently released figur es, 
Hyundai Motor Co., the country's sole 
exporter of cars, increased its sales 
abroad in the first four months of the 
year to 27,101 units — up 140% on a 
year ago. Even the usually cautious 
Federation of Korean Industries (FKI) 
is predicting a four-fold jump in car 
yore this year. Electronics goods re- 
isteréd a 7.8% rise in exports in the 
f rst quarter, with video-tape record- 
ers emerging as a promising new item 
: Because of a slow property mar ket 
and low investments in industrial 
facilities, construction activity «was 
slow in the first quarter, rising a mere 
11% on a year-to-year basis, with | 
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EFFECTIVE EXCHANGE RATES 


— QUARTER G GR ROWT 


Agriculture, forestry and 























fisheries — . — "EU 
Mining and manufacturing | 5.2 
Social overhead capital Zt 
Other services 3.7 
Consumption 3.9 
Private | 4.0 
Government ^ 2.9 
Gross fixed investment —— |. 4.2 
Private construction |. ^. eee ee 
Buildings T SIE 
Residential ' -30.0 
Non-residential , 10 
Government construction 15.0 
Plaütandequipment | oo... 69 
Exports o 0, "M T 
Imports -0.2 


Source: Economic i Plnning Board. 


most of the growth coming from gov- 
ernment construction (which has been 
increased in recent months to help ail- 
ing construction companies). Facility 
expansion-related loans rose to Won 


384 billion in the first quarter, up 
34.1% on the comparable 1984 period, 
with the cement and glass; car, and 
electronics industries showing espe- 


cially large growth. However, the FKI | 


is predicting facility investments 
growth to slow to 19.9% 
the 23.4% rise recorded last year. FKI 
expects major falls in textiles, foot- 
wear and wood and wood-products in- 
vestments in 1985, mainly due to fall- 
ing exports earlier in the vear. 

The government has eased its tight 
monetary policy slightly to help com- 
panies through this difficult period 
(Review, 16 May), and money-supply 
figures are beginning to reflect this 
change — M2 rose 11.4% in May com- 
pared to an average 8% growth in the 
first four months of the year. 

— PAUL ENSOR 


, Philippines 
^ 982. 1983 





cT 71881 1984 i985 
(end year) 









UK J 
iend month) {weekly values} 
1985 


, compared to | 
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Weighted for 1983 trade with the countries shown plus.the United States-and: 
Canada and 14 European countries. Figures are for the week ended 8 June 













S. Or iental pus 


about the terms of 
lished by us on 10 De 
6 January, 3 Februar 
1983. 

In those articles, one of which 
referred extensively to the c 
lapse of Carrian Investments, y 
referred to General Oriental’s 
quisition of Diamond 
tional (approved by its 
ers on 1 December 1982), to thé 
comparative lack of movement in 
the shares of General Oriental qu 
to December 1982, and to 
dramatic movements in 
shares since that time. V 
stated that the SD 
mission had been looking cl 
ly at General Oriental, of w 
Sir James Goldsmith is 
man. 

We wish to make it clear tha 
no time did we intend tos 
that there was any breac 
eral Oriental of the legal requi 
ments for disclosure to shar 
ers of matters relating to the com» 
pany, or that there wa 
larity at all between thé positic n 
General Oriental and Sir Jam 
Goldsmith and that of Carrian ; 
the undisclosed persons behind its 
parent. Dealings in the shares 
General Oriental were suspe : 
at the company s request from 6 
April to 13 May 1982. 

Further, General Orient: 
icitors inform us that the 
ties Commission has 
that it is entirely i 
General Oriental fully 
plied with its obligations 





and? 23 June 
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Bank bust hi 

















“board, led by banking stocks in the wake of the 
collapse of the Overseas Trust Bank (OTB). The 
Hang Seng Index took a thrashing on 7 June on 
news of OTB's troubles, tumbling by 87 points to 
se the day at.1,542.55. The index recovered 
e of its losses on. 10 June, following an- 
ouncements that the” government would inter- 
eto save the insolvent bank. The index closed 
e period at 1,571.87, down 69.38 points on the 
revious period's finishing level. Turnover aver- 
ged HK$370.97 million (US$47.5 million) a day. 
he market was expected to weaken further as 
vestors grow nervous over the possibility of 
nding more skeletons in the banking closet. 














OKYO: Atter setting a record of 12,790.27 
points on 30 May, the Dow Jones Average consis- 
tently moved up during the period to settle at 
12,683.34 points on 10 June. Blue chips con- 
tinued their downtrend, espcially Hitachi, while 
interest remained high in consumer and other 
domestic-demand issues. Selling initially was 
heavy in China-related shares amid uncertainty 
over future exports. Gainers included insurance 
sues and properties. Asahi Chemical soared on 
nti-cancer drug development. Surplus liquidity 
and an investor shift from bonds to stocks were 
the major reasons for the rising market. 


SINGAPORE: with the market already weak- 


ened by low trading volumes, news of the col- 
lapse of Hongkong's Overseas Trust Bank (OTB) 
caused a drop of more than 87 points in Fraser's 
Industrial Index on 7 June. Banking stocks fell 
on fears of local repercussions of the OTB clo- 
“sure, with shareholder United Overseas Bank's 
share price finishing 20 S cents lower at S$4.14 
(US$1.88) on 7 June. Average trading volume for 
the period was slightly up at 6.26 million shares. 
After a slight recovery following the weekend, 
the index finished the period 94.67 points down 
at 4,409.8. : 


KUALA LUMPUR: The Overseas Trust Bank 


(OTB) collapse in Hongkong badly hit an already 
~ weak market, resulting in one of the stock ex- 
Cehange's worst falls ever on 7 June, albeit in 
| easier trading. Fraser's Malaysia Index fell 
nearly 30 points, Average daily traded volume 
remained low, at' slightly more than 4 million 
shares worth M$8.25 million (US$3.4 million), 
with only light buying ón.the last day of the 
period. The discouraging news from Hongkong 
fuelled rumours that over-geared corporate 
‘players — who have pledged shares as loan col- 
- lateral — might find it hard to repay loans. There 
were especially severe losses for counters as- 
sociated with OTB, such as United Overseas 
< Bank which shed 24 M cents. 


AUSTRALIA: Gold. stocks fell heavily with the 
recommendation in the government's. White 
Paper on taxation that tax-exemption for gold 
earnings be ended. The Gold Index plunged 88.9 
points in two days but then moved up as invest- 
ors lost their nervousness, to finish. 39.5 points 
































































MARKETS in Asia continued to weaken, led by volatile Hongkong where a banking 
scandal rocked investors’ confidence. Singapore and Malaysia were similarly affected 
because of bank connections. Gains, where made, were marginal. 


HONGKONG: ‘Prices. nosedived across the. | 











down for the period at 859.4 on 7 June when mar- 
kets closed for a three-day holiday weekend. 
Further depressing the markets was an absence 
of the big overseas orders that had been a feature 
of recent weeks. The-Australian All-Ordinaries 
Index shed 14 points to close at 858.3. Tax jitters 
also affected industrial stocks. The All-Indus- 
trials Index ended the period down 11.6 points. 


NEW ZEALAND: A sman rally emerged after 


falls in the past two weeks. Excellent profit an- 
nouncements coupled with bonus issues have 
underpinned the market, though most of these 
announcements have been fully anticipated. In- 
vestors’ attention now focuses on the 13 June 
budget and a by-election on 15 June. The by- 
election will give an indication of the level of ac- 
ceptance of the government's free-market 
policies. 



















MANILA: ^ big transaction in Insular Bank of 
Asia and America (IBAA) on the period's final 
day helped pare the decline in total turnover. A 
sale of P4.9 million (US$265,583) on IBAA 
shares accounted for 41% of the period's total 
value traded of P11.95 million (down 17.6% 
from the previous period) on volume of.173.15 
million shares (down' by only 0.3%). Commer- 
cials-industrials accounted for nearly 80% of 
total value. However, thé C-I index was off 2.84 
points at its closing 128.61. Mining issues ended 
mainly mixed, with Atlas A recovering some- 
what though its B stock shed a hefty P4. 50 owing 
to poor first-quarter f'esults:^ 














BANGKOK: Buyers were unwilling to make 
new commitments, leaving most activity in the 
hands of a number of sellers. Although the mar- 
ket regained buying momentum towards the end 
of the period, the early decline was sufficiently 
strong -that the Book Club Index fell 0.74 of a 
point to 139.40. Losers included the popular 
Siam Citizens Corp., Thai Danu Bank and Metal 
Box. With fewer traders present, transactions 
dropped to only Baht 124.16 million (US$4.53 
million) on volume of 841,407 shares. 














TAIPEI: Despite an early rally that took the 
weighted index up to 722.85 from 714.40 points at 
the end of the last period, the market resumed its 
losing ways to close the period at 702.02. Themar- 
ket was responding to the expectation that May 
trade figures would show a further decline. Also, 
investors’ already shaky confidence was battered 
by serious financial problems at Yang Iron Works 
Co. and Kuo Feng Plywood Lumber Corp. 












SEOUL: Investment trusts.actively purchased 
shares, helping to push the index up 1.29 points 
and average daily trading.up to 10.45 million 
units, while individual investors remained on the 
sidelines. Among industries, pharmaceuticals 
gained the most, up 7.23 points, followed by.non- 
ferrous metals, up 7.11; rubber and chemicals 
fell 2.99 and 2.09 respectively — the biggest falls 
among sectors. E Iron end Co. rds: 











































































T AUSTRALIA| 
Aust. All-Ordinaries Aver 
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Change on week * 























Amati 
Ampoi Exploration 2.38 
Ampol Petroieum 
ANZ Bank 

Australian Cons. Ind 
Australian Guarantee 


























APM 286 EX 
Boral 326 -04 
Bougainville 206 485 
Brambles ind 3.67 -05 
BHP 619 16 
Burns Phiip 3.68 om 
Carlton United Brewery 2.68 +39 
Coles GJ 366 " -13 
Comaloo 216 2 48 
CSR 2.74 y +44 
Dunlop Australia 298 -36 
Elders IXE. 292. — «03 
Hardie d. $n 238 
Herald & Weekly Times 488 wA 
ICI Australia 196. -0.5 
Lend Lease Corp 6.78 0.9. 
MIM Holdings 283 37 
Myer Emponum 197 td 
North Broken Hit 239 “OB 
Poko Waiisend 4.20 16 
Pioneer Concrete: 174 v8 
Santos 5.89 23 
Smith an 14 
Thomas Nahonwide Trans 194 16 
Western Mining 3.79 A5 
Westpac: A24 14 
Woodside 155 37 
Woolworths 274 25 
Hang Seng Ind : 
4 June ————  Ü' 
§ June 4) 
$ June X Y 
7 June Li 
10 June E 
Change on week |... E 
1OJune — % change 
HKS on week 
Associated Hoters. 071 a 
Atiasind 075 263 
Bankof E.A 24.90 M 
Cheung Kong 16.40 45 
China Light. 15.60 E 
Canic (New) 127 ~ 10,6: 
Evergo 1.04 251. 
F E. Consortium 072 «Tis 
s s 
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Dow Jones Average 





























une 12,583.31 
mne 12,693.21 
ane 12,716.11 
une 12,716.59 
ane closed 
June 12,683.34 
ange on week ~ 0.47% 
iüJune %change — Ple 

god Yen onweek ratio 

x L h, 1130 — 435 
E 525 +49 163 
oh 3 aa +19 67.0 
ys 2 825 +29 770 
1120 +18 300 

ten Watch 448 -15 19.0 
Nippon Printirig 170 138 332 
ka House A 679 +06 365 
dag. 426 +14 34.8 
PhotoFilm 1820 477 146 
{su 1050 +29 23.3 
Wa RealEstate 906 218 122.0 
ichi è 730 +3.0 190 
ida Motor 1290 «0.8 353 
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Ricoh Say +72 
Sanko Steamship 89 -9.2 
Sankyo Pharm. 1370 +54 
Sanwa Bank 1450 = 
Sekisui Prefab Homes 722 07 
Sharp B82 +05 
Shiseido 1330 +37 
Sony 4090 +38 
Sumitomo Bank 1880 1:27 
Taisei Const 263 787 
Takeda Chem 878 +23 
Tokio Marine and Fire 920 “15 
Tokyo Elec. Power 2100 *14 
Toray 465 -0.2 
Toto 730 — -20: 
Toyo Kogyo 415 -12 
Toyota Motor 1:90 -1.7 
Yamaha Motor 705 Chau Sor 


NEW ZEALAND fam 


Barclays index 




















4 June 1,535.31 
5 June 1,527.93, 
6 June 1,527.28 
7 June 1,532.13 
10 June 1,547.85 
Change on week +0.94% 
WJune. "echange % 
NZS onweek yield 
Alex Harvey 335 -2.9 42 
Brierley 450 +39 DA 
Carter Holt 265 -47 53 
Fisher & Paykel 3.45 1a 39 
Fletcher Challenge 3.04 E 66 
Goodman Group 3.60 +29 36 
Lion Breweries 2.75 +07 56 
NZ Forest Products 302 «07 4B 
NZ Oil and Gas 0.39 -133 — 
NZI 179 +53 48 
Progressive 384 -03 15 
Waitaki NZR 247 +24 55 
Wattie 365 -0.5 38 
Winstone 179 +06 42 





PHILIPPINES 


Manila Mining Index 




















4 June 676.27 
5 June 679.62 
6 June 679.62 
7 June 677.22 
10 June 677.22 
Change on week *0.7196 
tTÜJune — "&change % 
Peso onweek yield 
Acoje Mng = _ — 
Atlas-B 16 50 2225 — 
Baguio Gold-B = _ — 
Fil-Am ea cu =. 
First Holdings 134 ot? = 
Leparto-B 0.042 -23 ~ 
Marcopper = ae aci 
Philex-B. 0115 -— — 
PLOT 40:00 -2a -— 
Phil Overseas oon +100 a 
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4 June 4,451.85 
5 June 4,467.55 
6 June . 4,460.06 
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New! For travellers 


who take Asia seriously. 


- r rik FER , z Te T Ey 


The 13th edition of the All-Asia 
Guide is simply crammed with 
new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 





There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating outin Asia, on 
the best way of using your 
baggage allowance, and on ho 
best to carry your cash. 


25 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you're 
going. 

An even more streamlined 
guide to hotels in the region with 
more than 1,600 listed. 


Some 55 new colour pictures, 
and more than 110 new black- 
and-white pictures. 


Asia's most complete guide book All of which adds up to over 
Fully Revised 13th Edition 700 pages of vital information for 
business and pleasure travellers 


C e c—Ó MÀ in Asia. 


Now in its 13th Edition. x ro 


are ms ra cilc ie Se SE ee 
L7. Publications Division, The ALL-ASIA GUIDE d 

Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. published by the Far Eastern 
| Please rush me copy/copies of the ALL-ASIA GUIDE, 13th Edition, as indicated. I enclose a cheque/postal Economic Review, Asia's most | 

respected business weekly 

order for__ Ea RUE AE 

| No. of copies _( by surface C by airmail* RO620AG13 l 
| ALL-ASIA GUIDE, 13th Edition: HK$89/US$11.95/£8 75/5$25/M$27.50 each FarEasternEconomic Bi] 
l "For airmail delivery, please add:— HK$45/US$6/£4.25/S$13/M$14 per copy | 
i Name : I 
j Address : ; i 
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he drive from central Seoul to the 
DMZ is dismayingly short: 40 km 
through ricefields and gently rolling 
hills — first-class tank country, as a 
soldier might say. As the car is 
cleared through a complex of 
guardposts and camps, the tension 
rises. The military are no longer re- 
laxed, but taut, immaculately uni- 
formed and strangely formal as they 
wave the car through and snap to a 
salute. 

Boastful mottoes of the various 
units adorn walls and notice boards 
and are bawled in the visitor's face by 
the guards who clear him through: 
“Keep up the fire!" “Second to 
none!” “Fit to fight!” and that of 
Camp Kittyhawk: “In front of them 
all!” Some of the units’ signposts are 
artistically imaginative: a rampaging 
vandal proclaims a barrack-room of 
Barbarians while the Combined 
Forces are ready for Reaganesque 
Star Wars: “May the Force be with 
you!" They are all there defending 
Freedom's Frontier. 

After a careful briefing on the Ko- 
rean War (recalling those distant bat- 
tles: Pusan, Inchon, Gloucester Hill, 
Sniper Ridge, Old Baldy, Porkchop 
Hill); on the various 
outbreaks of violence 
which have occurred 
within the treaty area 
itself, and on how vi- 
sitors should behave 
(when they can use 
their cameras; when 
they should take care 
not to point), a bus 
transits the 2,000 m of 
demilitarised zone on 
the south side of the 
line which divides the 
Korean peninsula, 
even running through 
the room and bisect- 
ing the green baize 
table across which so 
many fruitless talks 
have taken place. 

The gardens surrounding the com- 
plex of buildings are carefully mani- 
cured, one of the many symptoms of 
the incredible childishness of the 
one-upmanship game both sides 
play, each vying for taller flagpoles, 
bigger flags, shinier leather, brighter 
buttons and tougher-looking sol- 
diers. Across the line the North Ko- 
rean guards watch stone-faced. Their 
replacement piquet marches past a 
construction site. 

One remembers the outbreaks of 
violence which have broken the tense 
silence: the 1969 ambush of a US pat- 
rol, flying a white truce flag, in which 
four were killed; the 1976 axe mur- 
ders of two American army officers; 
the hot pursuit of the Soviet defector 
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last year. This is not the place, the vis- 
itor feels, where any understanding 
or peace agreement will be ham- 
mered out. Perhaps it is just as well 
that contacts are now taking place 
elsewhere. 

Nearby are the familiar landmarks 
of the war which ended only in an un- 
easy truce — the Bridge of No Return; 
North Korea’s empty Propaganda 
Village with its massive flag; South 
Korea's Freedom Village with its flag 
almost as big. Further away, invisible 
in the haze, is a 60-m-high statue of 
the North's "Great Leader" Kim Il 
Sung and a very much smaller one of 
his son, Kim Il Jong. 


21 ack across the DMZ to the Ame- 
rican camps and up to the most 
forward guard post of all, Ouellette 
is perched high on a hill overlook- 
ing the truce line and named for an 
infantryman who won a Medal of 
Honour during the Korean War. The 
line is marked by yellow notice 
boards, marked in Korean and Eng- 
lish on the side facing south, in Ko- 
rean and Chinese on that facing 
north, a linguistic reminder of the 
1 million Chinese volunteers who res- 















cued Kim from 
defeat by- enter- 
ing the war in 
November 1950. 
Here the men disconcertingly yell 
"Buffaloes!" as they salute — each 
other, and the visitor. 

As the visitor peers through the 
ship-to-shore binoculars up in the 
watchtower at the various land- 
marks of war, the North Korean 
loudspeakers blare out martial music 
and sentimental ballads full of long- 
ing for independence, interspersed 
with paeons of praise for the Great 
Leader and his "Dear Comrade" 
son. 

In a nearby hut, a patrol from 
guardpost Ouellette is being briefed 
by an officer before going through an 
evacuation exercise. A variety of 
ethnic shapes and sizes, including a 
couple of blacks and a Korean — a 
Katusa — are lined up, faces black- 
ened, undergoing a rigorous inspec- 
tion. Their arms and equipment are 
carefully checked and their owners 
interrogated: What is the optimum 
range? When was the weapon last 
fired? When were the sights last 
zeroed? How many rounds in each 
magazine? What is 
the radio's patrol fre- 
quency? Under what 
circumstances do you 
open fire? The 
answers come swiftly 
and accurately. The 
soldiers know their 
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jobs. 

Outside the hut 
they go through 
further exercises. 


"Tracer bullets from 
your left, range about 
400 m. You receive 
head wounds, you're 
wounded in the chest. 
Move!" They scatter, 
diving to the ground. 
The officer barks 
questions. Why are 
they there? What action do they take? 
Why? Which of the injured is the 
medic treating? Why? Has the man 
radioed for help? How? The officer 
switches the hypothetical situation: 
"A group of hatless Koreans appear 
300 m ahead. Move!" Again the sol- 
diers scatter. “Villagers with hats?" 
Proceed. No danger. All those near 
the DMZ, including the peasants of 
Freedom Village, must identify them- 
selves by wearing appropriate head- 
gear. 

The patrol performs impressively. 
They know what to do — and do it 
quickly. More importantly, they 
know why. It pays to be prepared for 
anything along this troubled frontier. 
— DEREK DAVIES 
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In a new technique developed 
by Hitachi researchers, crystals 
773 excited by light from an alkali 
pour lamp to produce a highly 
erticient "optically pumped” laser. 
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Aimost a quarter of a century ago, Hitachi 
researchers began exploring how an exciting 
new form of light could be made to serve 
business and industry. The complex concept: 
Light Amplification by Stimulated Emission 
of Radiation. The legacy: "Laser; a beam 
with the ability to concentrate one million 
kilowatts of power in a single pulse. 


Light that cuts, cures and communicates 


Today. the results of Hitachi research are 
in use all around you. Laser diodes that can 
send your phone cails and business data 
across countries through hair-thin optical 
fibre. Laser memory systems capable of 
storing up to 40,000 pages of text on a single 
12" disk. Digital-audio pickup devices for 
utterly distortion-free sound. 

in fact, we are constantly coming up 
with new methods of applying laser tech- 
nology to products. One of thelatest: A unique 


WE BELIEVE LASERS ARE THE KEY TO PRECISION AND POWER 
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structure that boosts lasing power to the 
highest level ever obtained by a visit 
semiconductor laser. 


The best of worlds is yet to come 













ur vision of the future includes la 
communications networks that span 
globe. Undersea tunnelling and min 
laser excavating equipment. And much 
much more. 
We'd like you to share in the benefits 


generation of sensors. robots and o 
electronic devices. For improved t 
efficiency. For a higher quality of life 
goals we've pursued for 75 year 
our commitment to a better wo 
electronics. 
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Let5 talk about... 





unding the telecommunications ofthe future 


1985, according to estimates, telecommunications Administrations around the 
ld will spend about US $80 billion on new equipment. 

me ofthat expenditure will be to replace obsolete or worn-out systems. Most ofit 
ll be to expand networks, or to add the advanced services which subscribers 


creasingly expect. 


new technology continually opens up new telecommunications opportunities, 


eping up is an expensive business. 


3also.a complex and difficult business. Modernizing and expanding networks 
st-effectively takes all the experience and skill the telephone companies have been 
ng up to over a century. Mistakes — as some countries have discovered ~ have 


ty costly long-term effects. 


ily profitable Administrations with resources in depth can handle the future ofa 


untry's vital telecommunications. 
ere's how Ericsson can help 


help Administrators generate the profit necessary for investment in the network's 
ure, Ericsson offers a unique three-part package. 


A genuine ‘total network’ planning and supply capability. 


The AXE switching system, which reduces present and future costs. 


The ability to incorporate useful, income-building services into the system, 


easily and quickly. 


anning for profit... 
icsson has the capability to make, supply 
d install total networks: transmission, 
itching, operation and maintenance, 
rdware and software. 
Just as important, we have unrivalled 
network-planning skills and experience. 
To date, we've designed all or part 
of over 100 metropolitan 
networks, and provided 
the comprehensive 
training and 
long-term support 
essential to a 
healthy tele- 
communi- 
cations 
system. 
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Ericsson maintains field support offices 
in dozens of countries around the world. And 
our engineers in Stockholm can simulate the 
operation of any AXE telephone exchange 
anywhere. 


Cost-cutting flexibility 

Ericsson’s AXE exchange has been ordered 
by over 100 Administrations in 60 countries. 
A total of 1,200 exchanges are on order or 
installed. 

These telephone exchanges may be local 
exchanges, transit exchanges, international or 
mobile, metropolitan or rural exchanges - all 
performing different functions in different 
ways. Astonishingly, with Ericsson's AXE 
system, the same basic hardware and software 
structure handles them all. 

It makes a lot of financial sense when vou 
consider the savings which a common system 














To: Telefonaktiebolaget LM Ericsson, Public Telecommunications Division, 


§-126 25 Stockholm, Sweden. 
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| Please send me the latest issue of Connexion. 


Organization: tls e reus A 
Address: 
Ciya Sa 
PoStPOde as eeina eee aede iei 2 


Type of organization Telephone Administratio si : 
| Government( Supplier of telecommunications equipment |. 


Other (please specify; 























MONEY 


offers in terms of training, installation and 
operation and maintenance. 


Income-building services 

The bulk of an Administration's revenue will 
tend to come from large organiz anc 
business subscribers. So the le 
will depend to a large extent on th 
services which can be offered to the 
subscribers. 

AXE is designed as a function: 
software system. Combined with th 
adaptability is the fact that new applic 
are constantly being developed for AXE's 
world-wide markets. 

The result is a ready availabilit 
services, which can be incorporated 
system with minimum cost and 
venience. 

Most significant today is cellular mobile 
telephony. Ericsson is the world leader in this 
exciting growth area. Ericsson designed and 
constructed the world's largest cellular mobili 
network, and has over 440,000 mobile lines 
on order or installed in 15 countries, We know ~ 
more than anyone about implementing 
practical, profitable mobile networks. 

As a next step, telephone companies with 
AXE will be able to offer their subsenibers an 
k ISDN = 











































demonstrated the ISDN in a commercial 
environment in Venice. 


Keep in touch 

If your work involves telecommunications, or 
if you simply have an interest in the subi 
just complete the coupon below. 

As well as our latest brochure, we'll send 
you a copy of the latest i ;onnexion-xhe 
Ericsson magazine which keeps vou in touch 
with telecommunications developments. 
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The most 
monied business 
minds in Asia read The Far 
Eastern Economic Review 

In fact a very convincing 9496 
of our readers are in upper or 
middie management positions, 
or the professions. 

The average Review reader 
makes almost USS53,000 a year. 
Nearly 62% of them own stocks 
or bonds, over 86% run savings 
accounts, and 73% own real 
estate 

And incredibly, the total 
investment of the average 
Review household adds up to 
Just short of USS300,000 

The people who read the 
Review represent Asia’s most 
affluent market. Which is why 
you'll find well over a hundred of 
the world’s leading financial 
institutions doing big business 
from Our pages. 

If youre in finance, open an 
account with 
The Review 
Because when 
we talk, money 
listens 








Aii figures are from The Far Eastern Economic Review Subscribers Study 
For further information on advertisers. see our Advertisement Composite 










The UNICO member banks have es- 
tablished the Luxembourg-based 
— ANDELSBANKEN UNICO INVESTMENT FUND which 


- DANEBANK (Denmark) is traded on the Luxembourg and 
: A : ] Vienna stock exchanges. 
e AGRICOLE (France) The UNICO TRADING Company, 


fap ro which is located in Vienna, specializes 
6 DG BANK (Germany) | in East-West trade. 

Ea dt For further information or your per- 
universal ba cing facilities as well asa ia ad i 
number of anro actae multimarket |GZB-VIENNA (Austria) . sonal copy of the Group's Report con- 
poi uum USD tact a member bank or the Standing 
Secretariat at: 


œ OKOBANK (Finland) 
. UNICO BANKING GROUP 


rf ‘RABOBANK NEDERLAND N.Z. Voorburgwal 162-170 
(The Netherlands) NL-1012 SJ Amsterdam, Telex 15 412 
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Business Travels With 
The Review 


When it comes to reaching Asia's frequent busi- 
ness travellers, the Far Eastern Economic Review 
offers you the most mileage. 

At present most of the world's leading airlines 
with routes in Asia use the Far Eastern Economic 
Review regularly as a primary advertising medium. 
Why? The answer is simply because the Review 
reaches the highest audience concentration. of 
heavy frequent independent business travellers of 
any regional publication in Asia today. And does it 
more cost-efficiently. 

If you'd like to know more about our frequent 
business travellers, write on company letterhead 
and we'll be glad to send you a copy of the latest 
1982/83 6 City Media Phase from the INTRA- 
MAR STUDY independently conducted by Interna- 
tional Travel Research Institute. The facts speak for 
themselves. You'll see how well-travelled we are. 


Address vour inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 
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THIS IS TO CERTIFY that the above Award w 
made after analysis and blind tasting 
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CAMUS XO 
XO at its best 





Internationally acknowledged to be the finest 
King Size cigarette in the world 
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IM THE MOST DISTINGUISHED TOBACCO HOUSE IN THE WORLD 





